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" Introduction 



This study focuses on economic activity in Michigan metropolitan 
areas over roughly a ten-year period, from the late 1960s to the late 
* 1970s. A time marked by a fairly higH degree of cyclical instability, 
stubborn inflationary pressures, an energy crisis, ar^ an unsettled 
international environment, ' this period has .^been a particularly (9^ 
trying one for many of the older, industrialized urban areas located 
in the Northeast and North Central regions. I'n fact, as short-run 
business Wtivity in those areas tended to conform closely to 
national business cycles, the longer term problems associated with 
tirban decay ahd structural adjustments have been magnified in 
some cases by the instability of the national economy. Also, shif^ 
in emphasis toward income maintenance programs designed to m^t 
immediate hardships associate^ with job losses during busih(^ss 
slumps have tended to take precedence over urban revitalization 
and iiidustriahexpansidn programs. As a result, a local slump has 
oftpn meant that economic redevelopment efforts, limited to soifie 
degree by economic conditions,' have been slow to regain 
^momentum. While the main) concern of thef study is to provide an 
overview of the effects of cyclical swings, growth rates for the 
period are corhpared as well, 

Bkause of its heavy dependence on the volatile automobile 
industry, Michigan ha^ a lOng history as a cyclically sensitive state. 
Over the ten-year periodj^i^yie state's, widely recognized boom and 
bust cycle has been repeated. Important questions addressed in this 
study are: What actually happened in Michigan metropolitan areas 
during bhis unsettled period? How does local behavior compare with 
the statewide performance? Which metropolitan -^reas exhibited the 
highest deiroe of cyclical sensitfVity? And, which local economic 
^ activfticjB appear to be most sensitive to swings in national business * 
activity? Ar^iswers to thesp quest)i()ns are likely to help business 
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assess the impacts of bOsii^ess^ slumps in particular market ar^s 
and may help state ahd local /)fficials formulate appropriate^policy. 
In addition, this study reveals strengths and weaknesses in the- 
local economies, and j^he results can be used ,to assess the pfobable 
impacts of national business cycles on thcjse areas in the future. 

In this study short-ruh business conditions in ^Michigan 
metropolitan areas are analyzed by measuring the behavior of a set 
of economic indicators covering thre« major, categories: labor 
market, construction, and banjcing activity. -Local fluctuations in 
overall business activity are likely to be manifested in -numerous 
processes tha^ occur in each of those categories. The underlying 
assumption in the broad approach taken herb is that, like national 
business cycles,, local cyclical swings are Widely diflfused ^lOross 
jnum^rous ecpriomic processee, and the timing and ma^il^u^e of. 
th«se^fluctuatipns vary. From this perspective, single indicators, 
like tfttal employment or the unemploym;ent rate; while certainly 
useTul. provide only a partial view of the performance of a local 
econdmy, A more detailed examination of local behavior, covering a 
wider WDtge of activities, is regarded "as much nriore helpful for both 
private and public decision making and for implementing policy at\ 
an^pprOpriate time. .Furthermore, the behavior of a particular ac- 
tivity reflected in a local time series, the unemployment rate,rfor ex- 
ample, is likely to exhibit similarities and differences aroong areas 
depending on differences in industrial composition and economic 
growth, among Other things. However, identify ijng the causes of 
variation^ in economic performance among Michigan metropolitan 
areas is' beyond the scape of this study. The more modest objective 
here is .to ineasure'and compare inter^netropolitan performance ^n 
' Michigan acros^comparable economic processes. ' * ; 

The stu^y is organiz^into two partfls. Part I discui^ses the data 
and methods used to meVu|<5 local business activity and presents a 
comparative anajjjsis of behavior, in Michigan metropolitan areas. 
Intrastate* differences in the tinging, duration, and amplitude of 
cyclical swings in numerous economic indifcators at*e emphasized. In 
cases where CQn\parable national and state series exist, meaaMres of 
thejr T:)ehavior are used as benchmarks for assessing local perfor- 
mance. Part II preserfts detailed descriptions of|What happened in 
each • metropolitan area. The eleven j^ections— one ^fof each 
metropolitan firea in tlie ^dj^e— include a brfef introductory discus- 
sion of the area's economic structure and a detailed look at local 
business conditions reflected inJihe behavior of time series coV^ring 
labor market, construction, a\id banking activity. .Charts for the^ 
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^loc^l series are presented in eaalh section, with the organization of 
material patterned closely after the Upjohn Institute's Business 
Conditions in the Kalamazoo Area: A Quarterly Review, which has 
b<3en published since 1968. For those interested in a particular 
metropolitan area, the individual sections in Port II provide a 
d^ailed economic profile. 

. Althouglj^ this study concentrates op the recent historical 
perforihance in Michigan metropolitan areas through 1978, the set 
of local indicators shown in the sections in Part Il^^rovides a 
i^foiindation for current business conditions analysis. In fact, one of' 
the major results of this study is the presentation of one use of local 
time series for current business conditions analysis, at the substate'' 
level. 

' * The National Setting 

'f^' " ■ ■ . 

Itjs'impoHant at the outset to h&ve a clear picture of the nation's , 
overall economic performance, because th^at deterniines to a 
considerable degree the general business ehvironment for states and 
local areas located in the highly industrialized ^ast North Central 
region of ^the country. Notable features of the last ten years include 
the two recessions and stubborn inflationary pressures. During that 
^ period the nation experienced nine quarters, or slightly mofe than 
two year^, of slumping business activity resulting in declines in 
output,'^employment, and inflation, along with increases in 
unemployment. In the subsequent recovery-expansion phase, the 
situation was reversed following the usual business cycle pattern. ^ . 

" . However, there l^ere marked differences in the severity Qf the two 
^recessions. The first business slump began in late 1969 after neatly 
nine y^ars of iBCoHbmic expansion. That recessiQn ended a *year 
later. ^ By historical standards this business slump was mild; in fact. 



1. There is one major difference between the presentation in Fart 11 at\d Business 
Conditions in th^ Kalamazoo Area. In tt^e latter, particularly in the lead article^ local 
economic activity is divided into four categories: industr^al activity, labor market 
c6ndkions, bankingf activity, and construction. The first categpry, industrial 

' 'activity, is based on the InsUtute s quarterly survey of major manufacturing firiYis. 
in the Kalamazoo area. That type of 'information i8 not' available for other 
metropolitan areas in Mi(;higan. Vor an example of how sud(sur^y. data aj;e used 
for local business conditions anal|^sis, see Paul J. KozIowshI, "Review of Economic 
' Activity.'* Business Conditions in the Kalamazoo Area: A Quarterly Review, 
January. April, July, or October, 1978 and January, April or July, 1^79. 

2. Wid(9ly accepted business cycle dates have been designated jby the National 
J Bureau of Plconomic Research, Inc. 'I^fiese dates t^prebent points in time when ^ 

jiggrogaio economic activity reached a cyclical peak or trough. This reference 
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it was the mildest of the six reciJBsions which have occurred in the 
United States ^ince the late 1940s. During the 1969-.7() recession, 
real GVoss National Product (GNP) declined 1,1 percent from peak 
to trough, nonagricultural employment fell about 1.0 percent, and 
the upemploymerit rate rose frohi 3. 4 percent to 6.0 percent. By 
cohipari^on, the recession that began in late 1973 and ended in early 
1975 was ccmsiderably more severe, Chartvyl^ows the annualized 
percent changes in real GNP by quarter for lli^l|68-78 pQriod, Note 
that negative growth of real GNP occurred tl|roughout th'fe 1973-75 
recession and Was df much larger magriituaferthan that of the 
1969-70 rece^ssiojn .^Overall, real GNP fell 6.6 percent and^ftonagri- 
.cuftural employment dropped 2,1 percent frorh peak to trough, and 
the aggregate unemployment rate jumped from a cyclical low of 4.8. 
percent to a high of ^,9 percen^(see Chart 2), Furthermore, the 
1973-75 recession was also characterized by a seyerfe slump^ in 
Construction activity, manifested in a plunge in new pmvate. housing 
starts from an annual rate of about 2.4 million in the fcmrth quarter 
of 1972 to slightly less than one million in th^ first quanterof 1975. 

Output and employment rose during the business cycle 
ex'^ansions following each recession and, as Chart 2 sjiows, the 
unemployment rate .declined. However, the nation was plagued by 
inflationary pressures which rose substantially when business 
activity picked up. Chart 2 , reveals that tne decline^ in the inflaty)n 
rate during the recessions failed to, offset thefte upswings, despite 
the fact that the 1973-75 Slump was. severe and extremely costly in 
terms of lost output and income. Consequently^ the nationwic^^ 
inflation ra^e exhibits an upward ^rend for the period as a wiiole,''^ 

# However, the inflation rate W4rs influenced by events not linked to 
. swings in domestic business activity. In- 1971, tife Nixon 
Administration inaposed price; controls which checked the upswing 
in inflation early in the^bu^iness expansion. When controls were 
phased out, the inflation rate ftgain moved upward,' exacerbated by 
the Arab oil embargo of 1973" piid cartel pricijig by the Organization 
^Petroleum Exporting, Countries (OPEC), which pushed oil prices 
evem higher. A's Chart 2 sh,ows, the inflation rate hit a piDak of over 
12 percent in late 1974. The cyclical decline in the inflation rate wSs 



chronology, therefore, deliheatea phaaed of th^ nntionnl businofis cycle according to 
classical definitions and is used widely as a benchmark for measuring the behavior 
of spojpific national and slibnational activities. Dates for tlhrl 969-70 recesdioK^ are: 
December 1969— peak, and November 1970— trough; lapd'^or the 1 973-7fit recession: 
November 1973- peak, ami Mc^rch lti7^— trough-. The shaded areas ia Chart 2 (viii) 
and in th© charts- In Part 1 1 represent these national recession periods. ** 
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steep, and by early 1976 it had hit a low of about 3.9 percent. After 
that" time, the inflation rate.e^rperienced anottiec* upswing as the 
economy settled into its most recent business cycle expansipn 
phase.' ' " ^ , , ^ ^ 

By the end of 1978 the,econoniy was still in an expaj^sion'phase 
that began 1n early 1975. Output, employment, and income rose 
subjiJtantially 4^Uring the expansion. aHjd the-uijemployment rate fell 
steadily. Nevertheless; as Chart 2 shoWs, the jobless rate at the end 
of 1978 was still above its pre-rece^ion low and exhibited an 
upward drift over the ten-year pei^iod. Thus, the period examined in 
this study was marked by^a secular rise in both the inflation and 
uneraployment rates. By historical standards, the recent business 
expansion, which has be^n ongoing for mi^re than four ye^rs. is 
* old" for peacetime periods, and In early WTV sporadic signals of an 
impending recession appeared. Fueled; by rising energy prices, the- 
inflation rate has i^gain moved above 10 percent. With personal 
income growth failing to keep pace, consumer purchasing power has 
waned,' setting the stage for a falloff in aggregate demand. The 
e;cpected slowdown in hifciness activity is again likely to-be more . 
severe in those areas ,that are particularly sensitive to Swings in 
aggregate spending. The state of Wfichigan ranks first ih this 
respect. ^ 

Regional Cyclical Sensitivity 

The hep^dly industrialized East North Centrdl region, which 
includes Ohio, Indiana.^IUinois. Wisconsin, and Michigan, is highly 
responsive to swings in national business activity. In fact, the five- 
state region ranks first ^mpng the nine Census divisions in terms of 
th6 cyclical sensitivity of employment, according to a recent study 
published by the Federal Reserve Bank of Boston.*^ The region had 
an average t/eridradjusted decline in employment of 139.9 percent 

' during tK^ last six recession! relative to the national employment 
change. What j^his means is that employment contractions for tljie 
five-state region exceeded the national decline by 39.9 percent oii 
the average. During expansion periods the region'^ employment 

^ rose aa Average of 42.2 percent more than nationwide/ These 
relative amplitude measures for the East North Central region are 

3. Richard F. Syron. "Regional EAporionce During Business Cyclo8-/^ro We 
Becoming More oi' Less^im^' New Euffland Eco'$omic Review, 
Novomber/Docember i^Tfi, ppTO>'34. 



4. Syron. pp. 30-31. 
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.aub^tohtially above those of tha other eight Censys divwjions. 
leading to the fbllovying cor\clifeion>'p^^^ Central region^ 

^ with its hi^^j;^foportion ftf oUFabK^oo^s^nanufacturihg is the rbost 
cyOlicilfl part , of the counfti*y bv dn^y meaeurfe of employtrjefnt 
/ chatijge."^' ' " \^ " '^^ - ^. 

> .The fi.ve gtatQ^' 10- t)ie '.East North Ceptral regidp are far 'from 
. • , hoipogen^usj^hoV'^ver/Michigan. wfth its h6i\vy depende^^^ 
.\ automoWHe industry. is the most cyclically apnsitrve state in the 

' ^ region and, as already n^entioned^ ha5 long standing ^reputation As 
- ^* ^ , such'becfiPU^ of ij,s past boom and bust performance. A recent 
' ' eicajnmpl^iis the performance of nonfarm income in the^ state during 
* thg 1973-75 rei^ession and in the early port of-the recovery. During 

. * thoifllump from the fourth (^barter of 1^73 to the first quarter of 
1976. npnfarm income in Michigan rose only 4.6 percent in current 
^ ] dollars, the smdllest rise^ among all the states." That slow income 
/ t^ljpwth .wasidue largely to the 15.3 percent drop in wage and sal&ry 
, ihcorne in the manufiy^tUring sectoPj^th© largest decline among the 

states. However, one year after the recession ended, manufacturing 
income in Michigan was up 23.1 percent, and total nonfarm income 
12.1 percent, the latter exceeded only by the J[8.6 percent rise in 
Alaska during the first year of recovery. This sharp turnaround 
.^'^^^Michigan reflects the behavior of the manufacturing sector, 
particularly the automobile industry. 

Industry mix. ntirrowly defined as the degree of concentration in 
durable goods manufacturing, appears to be one bf th? most 
' ijmportan^ deter;tirfnants of regional cyclical responsiveness, 
. ^ although it is cef tainly not the sole factpr accounting for differences 

in regional performance. In a recent study of the effects of industry - 
mix <^|^ regfional fluctuations in income over the 1958-76 period^ 
. ' Lynift'BrOTvne concludes that ''Industry mix is one of the factors 

responsible for regional differences in cyclical beha\ior. U is not the 
sole factor; nor is it always equally important."^ Brovme goes on to 
point out that. **the East North Central division and New England, 
both with large shares of hicome derived from durable goods* 
manufacturing, are more exposed to short term fluctuations than is 
the country 'as « whote^. * ' 



Syron. p. 31. 

fl. Robert B. nrot7.fol(li»r. "ContrnHtinij; Dcvolo^iHionta in the Stotoa Purinif' 
Kocosaion nnd Knrly^Flocovory," Sumey of (Mnvnt Buaitwsa, April 1976, p. 32. 

7. Lynn E. Fkomio, "Uoglonril Industry Mix ond the Businoas Cycle/' NeAv 
Kngland Economic H^viciv, Noyombcr/Occ^aibor 1977, p. 48. ^ 

8. F3t*ownG, p. 48 ' 
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While economic growth and the ctegi*ee of IpdustfiaQive^sificar 
■ tion have also ))?.eil linked to variations In regional cycKcal respoosS, 
industry mix stands' out tfs perhaps the key factor; an4 it is a uBeful," . 
» ©JthougW'j^dmittedly robgh and inconsistent, preflictor of the sen- " 
, ^ bitivity of regions to^national business cycles. Gertajniy, j^ichigan's- 
. • . relatively large cyclical Swings ip employiinenf and income affe'at- 
, tributableto tm volatility df i^industria) baiSie. But since no two 
busfnefta cycles (or individual phases for that matter) are. exactly the 
same,' and since a region's industrial structqre changes over, time, 
variations in- timing and; amplitude of flucftuations in the same" 
economic process can be expected froffi one business cycle to £he- 
♦ ' nejct. depending up'onvthe vLy m vv:hich fluc^tuations in the com- 
ptrqents of Aggregate demand— consumption, investment," gbvern- 
menb, and net bxport spending— impaq^ on and" filter througfJ'tJl^at' 
' structure and how that structure has chantred. • ; 

Michigan Metropolitan Areas 
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In 1977 Mi^igan's population was estimated at 9.1 milIiofh^^ 
About*8Q percent of Michigan residents liveid in the.1 1 metropolitai^ ■> 
areas shown in Table ly^^fire located in the southern half of 
Michigan's lower peninsula, an|i*hey stretch conti^ouBly from the ■ 
Detroit SMSA in the easl^to the MOsR^Sgon-^orton Shores- 
. Muskegon Heights SMSA in the west." " " / 

« ^ 

These I.l 'metropolitan cfreas can be viewed as small, opc^n; 
regionat economies which vary in size, industrial structure, and 
rates of growth. The six coifnty Detroit SMSA had" a 1977 popultj- • 
. tion of 4,370,200, more than seven ^imes the size qi the Grand 
. I Rapids SMSA, which ranked second. Table 1 shows that, except for 
the Detroit SMSy\,' the metropolitan areas are mostly small- 
population areas. Outside of Detroit, only the Grand Rapids and 
' Flint SMSAs.had population totals above one-half million. Note " 
that t tvopnallest metropolitan area in the statu, Bay City;' had a 
IP^mipulation of 120,200, or one-thirty siKth the site of the • 
Detroit SMSA. . 



The state's industrial activityiis also largely concentrated ih these . 
areas. In 1977, fof example," 86.6 percent of manufactUrjn^^ job^ 
were located in the 1 1 metropolitan areae, and they account<|l for 
89.4 percent of all jdbs in the volatile durable goods industries- Of 

9. Moiiroo County in Houthooflt Michigan Ja nlno a nictropoUtah county but io part 
of tlio Toledo SMSA. 1 1 !« not included in «tlidy of MichiganlnctropoUtan orcaa. 
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course, t^e/DetrolTSMSA stand/9 c^ut a» the dominant ar^ac 
ting foi 49,4 percent ofUotal wage and salary employfn^ent i 



accoun- 
in the 



/ syit^nn 1977|^5k4 percent of manufacturtng^ 51.1 percent of non- 
ina)fiufactUring» and 41.3 percent #f goi^erri^erit eqriplbyrnent, "thia 
gjX-coUnty area also accounted fpr 53.8 percent of all joljs in duratrfe 

. g%oods industries. 'lire concentraliorV of industrial activity in the 
7^ mtftropolitan areas, therefore, Sugge/rfts thdt the stajjie'^ cyclically' 
sensijtive behavior enjanatos fro^ swings in busihess activity 
.witf^in those areas. Because of its size, the Detroit SMSA tends to 
dominate overall activity in Michigan, but the behavior in other 
metropplitan areas contributes to the^ state's overall performance. 
^ Part 1 of this study deals with intrastate variations in sh^-run 
economic activity over a teri-year period, v 

TABLE 1 

Michigan Standard Metr9politan Statistical Areas 







1977 


Name* 


Counti08 included 


Population 


Ann Arbor-Ypsilanti 


Washtenaw 


2150.200 


Battle Creek 


Barry. Calhoun 


ra2.ooo 


Bay City 


' Bay . . 


120r200 


Detroit*' 


Lapeer^ Livingston, Mucomb. 


4.370,200 




Ouklrfnd, St. Clair. Wayne . 




Flint 


Gonosoo, Shiawassee 


6H.400' 


Orand Rapids 


•Kent. Ottawa 


676.600 


Jackson- 


Jackson 


^ 149.900 


Kalamazoo- F^ortage 


Kalamazoo, Van Buron 


268.100 


liansing-East Lansing 


Clinton. Eaton, Ingham. Ionia 


455;iOO 


Muskegon-Norton Shores- 




Muskegon Heights 


^Muskegon, Oceana 


179.000 


Saginaw 


Saginaw , 


226.700 



Soun e U.S. Dopartmont of (ronnfiorco. I^urmui of the t>«nflU8, dtirrent Popi^latioj 
heports, P 2(k No. 77 22. 
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Mejasures of Local pusiness ' 
4^ivity and Intijastate Variations 



4 

Data deficiencies have been recognized for a long time by regional 
analysts as a serious problem that limits the scope of analysis at the 
subnational level. In examining short-run business conditions 
states and local preas. one cannot draw upo^i the wide range of 
cyclical indicators that is available for the nation. For example, each 
month the U.S. Department of Commerce publisheet over on^ 
hundred cyclical indicators in Business Conditions Digest These 
series are classified across seven major oconomic processes; (1) 
Emjploymexit and unemployment; {2) Production pnd income; (3) 
•jtosumption, trade, ordepe, and deliveries; (4) Fixed capital 
^Istnnient; (5) Irfventories and inventory investment; (6) Price, 
costs; and profits; anj^l (7) Money and credit. In addition, they are 
classified by their timing characteristics; that is, whether cyclical 
peaks and troughs \n a specificities ^jeneraHy lepd, lagy or arc 
roughly coincident with those of ag^egate busiDe«* acthXy. This 
large set of cyclical indicators permits 4 fairly detailed analj^si^ of 
economic behavior over various stages of the business cycle^ ) 

SOch a comprehensive set of cyclical indicators is i\Qt available for 
subnational economies. In general, the number of reliable and fairlV 
consistent time series varies inversely with the size of the reigion, so 
that fewer indicators are available at the local level compared to the 
number available for the state. However, even in cases where a good 
deal of local data exist, analysts must still grapple with changes 
resulting from modifications in data and/or area definitions. These 
are especially troublesome at the local level where suchl^hanges 
tend to occur with greater frequency and, in nniany cases, are far 
from trivial Thc|, usual result is that intertempbl^al comparability is 
restricted, and this may have serious consequences for the type of 
time series analysis required to assess regional business c<|^ition|9. 

13 ■ 
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An j^ample of an urea definition change is the addition or 
sub^action of one or more counties to or from a metropolitan area. 
/Mfliich effectively redefines the scope of the region's economy. A 

\^ irecent example of a data definition change is the shift in 1973 in 
measuring st^te Stnd local unemployment rates from a place of ^work 

. to a place of residence basis. This was done because the 
Comprehensive Employment and Training Act (CETA) p^^ in 
•/ 1973 required, that unemployment m^an the same thing across 
States and local areas as well as, for the national a whole. While this 
did affect state data considerably, it sigrtificantly altered local 

K unen^^yment data in areas subject to substantial in- and out- 
commuting. Unemployment data were revised back to 1970 but,, 
because of the data definition change resulting from CETA. pre- and 
po8t- 1970 jobless rates are not strictly comparable for local areas*'' 
As a result, a longer historical perspective was lost '""'^"^ 

Area and data definitions in this study were kept as consistent as 
flossible, but in some cases, discrete breaks in local time series were 
unavoidable {see the discussion of banking below). The attempt tb 
maintain consistency required a tradeoff in thelefigth of some 
series. With few ejcceptions. time series used in ttus study begah in 
1970. thu3 limiting analysifi of local beljavior idwring the 1969-70 
recession because cyclicar peaks in specific series could not be 
determined. Nevertheless, consistent time series allowed 
measurements of local cyclical swings during the 1970s which were 
then used to compare intrastate performance. 



Local Time Series 



The titles, sources, and beginning year for each series used in this 
study are shown in Table 2. For each metropolitan area. 14 time 
"series were assembled, covering local labor market, construction, 
and banking activity. Similar series were assembled for the State of 
^Michigan as well, allowing comparisons bet^ween metropolitan 
performance and the stqte as a whole.. Charts for each local time 
series appear in Part II. . . 

Labor Market Data $ 
Monthly data provided by the Michigan Employment Security 

oau of Labor StatiBtics of tho U.S. DopaVtni/tjnt of Lni>or woo roapons-. 
ibio for tho chongoovor. Tho procoas of chaiiKO ih MUiiiniarizod by Jamo6 R. Wotzol 
and Martin Zloglor. "Moaflurttig Unomploymvnt in Sta^jA and Local Aroaa," 
Monthly Labor Htnnew. JiinO 1974, pp. 40 Ml 

. ./ 

-A ■ c. 



J u «ij I .IJII li mp 



y *, P^'^yree of «nd ifK^rtdlater^ii'iciatloi* 'W 

CdimfUasiojb (M^SQAvero -u^; to a«winhle' 8eve)« 'jjadlc^ors 0t tHe ^' C 
emptoyn^oBt/unomplcfymimt. m aVcil" » 

CorVaiatwt Monthly data %s(id'?oV l^he 1 970, benchmark deneV of . 
MBSC w^r.e:ttvai[labfei''frwn fivo-dt^fte iftyen labor rnarl^et • • 

seri^.-- W«;.flin; ittf6i.^_l-'Cr«ii)0tas.Jor unempiaj^n^ent insir'r-tfnop were,. . 
available frpnrt l968;'^j8.;w.at^^^^^^^ hmk of pfoduiition* ' 

. worker£| |i mp^ufsctutip^ in'to^^ ' ' 



( 



• ' T.ABi:>E 2 



Local iPvtn^rSi^rieM and DdtiilSourcsis 



Serl^ Title; r^- ■ ; 

I, Labof Market ' 1 , - h 
Total Wage & Salary V V 
Employmentvv , . 
Manufacturing,Btj\|jIoymfmtf' 
Nonmanufacturiug Emjt>loytnont 
Government EmpJoyment • : ■ 
Unemployment R^^fce . .. . .\ ^'^ 
' Average Weekly I^fpura:of ■* 
l^oduction Workojiffl fn 
Manufacturing" . , 
• Initial Claims for 

Unertiployment Insurance .^r 

11/ "Construction ♦ i ' ' 

New Building PermitSj 
E^rivate Housing ' 

Construction Employment . | 

in; Banking' 

" Demand Deposits 

Total Deposits , . 

Total Loans 

Commercial & Industrial 
Loans 

Consumer;,! nstajlment Loans , 



M15SC, 

Mte'sO 

. MES9 



mo ' 

•1970 
1970 
1970 . 
^,970 s 



,-.1970 
19^8 V ' 



U.6. Dept. of 
Bureau ot:tHe*Cei|suar 
ME^C 



Dpllnr^erte; . 1965 
1970 



Pederaf Kesrirve liai^Jk 
of Chi( ago j 
FliJD-Ciiicagd 
FED Cilcogc 



FED - C 



FED -Chicago 



licngo 



;197a 

;970 
1970 * 

1970 ' 
1970 \- 



"For four HMSAh, n conniHtont uv.oroKo wookly houra aorios wua availablo from 
15)()H, ThiH wnd'nlHo th<< cnao for tlio Siote of Michignn. 

'lOxcopt Tor Hattio Crook oll aorioH bogin in 1970. Datn for tho Uottio Crook SMSA 
aro uvnilublo from tho fourth qiinrtor of^971. 
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le Measures of Local Busittoas Activity and Intrastate Variatione 

' Thp monthly data from MESC were converted into quarterly 
averages. The quarterly time series tended to.be smoother and 
subject to somewhat smallijr erratic moyements than their monthly 
counterparts. These quarterly time series-.were sufficiently stable so' 
that seasonal swings^uld be .reliably esiimatied and removed. The 
sea^nally , adjusted quarterly employment and unenripfoymejit 
fi(erteq wei'e used to measure local cyclical swings.".^ 

Qon^triiction' Data . , " ^ , 

Two seriefT were used to nr|easure local construction activity. 
Monthly construction employment data \ver^ provided by^ME^C 
and rpfl<i!ct the number of workers engaged in all types of building 
activity \yithin a particuWr metropolitan area. Like the other 
employment series, noted above, thel monthly ccjnstruction 
employment data wjore transfortiied into quarterly series and 
seasonally adjusted. " - . . ^ 

An Inc^ex of New Building Permits for private housing was 
developed for eacl) "area from monthly data published -by the U.S.' 
■Department, of Commerce (Construction Reports-Housing 
A/uthorized by Building Permits and Public Contract, C-40). 
Deficiencies in the published data resulting from omission and 
definition changes were overcome .to a great degree 'by 
supplementing the. published" information ; with reports from 
individual permit-issuirljg of/ices in the metropolitan areas. A major 
problem in constructing the,#ieW buUdirig permit? time' series was 
maintaining a. cd^nsistept sample of governmental units ovet the 
1965-77 period. In several cases this was possible. Ann' Arbor- 
Ypsilariti, Battle Creek, and Kalamazoo- Poi^ge have continuous 
series from ' 1966 and .'Saginaw ' from. tMB?. For the other 
metropolitan areasgi^eral governmental were added in 1968, 
but this did not relulrm a sh^rp discontinuity because the additions 
were small relative to the total. Thereafter,- the ^ew building 
permits series are continuous. For each metrdpolitan area and the 
state, this secies covers the last two national recession periods. 

In almost all cases these monthly time series turned out to be 
hij^hly erratic, ej<hibiting sizable chdhges from one month to the 
nekt. Thb irregular movements were reduced somewhat, by 
averaging ovep quarters. However, while the quarterly series proved 
to be less erratic than the monthly series, they were still subject to 
sizable erratic swings and, consequently, estimates o^ seasonal 
movements turned out ttfbe unreliable in many cases bemuse of the 
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highly unstable nature of the nonivclical Movements in the series. 
Even in ca§<jfl where seasonal estiitwtQ^^were fairjy stable, the 
cyclical fcehavtor-was still obscured by irregular 
cpn>iderable magnitude, f o 6v«frcome these problemO» moving 
( average was used to smooth' the nevy building »perihits series and 

measure cyclical behavior. Of' course, a disadvantage of this., 
procedure is that the most recent data, are lost, but this \i8* not a 
' .mrajor drawba^ for the historical analysis of this^tudy. 

'To facilitaj.e- comparisons ^mon/ the metropofitan areas, the 
computed moving average vtflues were expressed in terms of their 
1967 annual average. The charts in Part lKshow these quarterly 
index numbers (1967=100) as Avell ag the. unadjusted quarterly data 
(al^ in index form) for the 1965-77 period. At the time' of this 
writing, only preliminary data for 1978 were available and. while 
they do not appear in the charts, they were used to measure the 
most recent- behavior - . 

■ : . ■ ^ . ' ' 

Banking Data ' . ' 

S * Commbrcial banking data for each metropolitan area were 
provided by the Federal, Reserve Bank of Chicago. Fivi time series 
reflecting deposit- and loan activity were used to mLsure local 
behavior. For all areas except Battle Creek data were available from 
1970. The banking series for the. Battle Creek SMSA begin in the 
fourth quarter of 1971. / ' 

Although the FederAl, Reserve series contain a great deal of 
information about conjUfercial bank assets. liabilities, anjd types of > 
deposits and loans, the data present two major problems for 
, business conditions analysis. First, over the period exa/nined. the 
number of banks included in the data collection procedure chrfbged. 
Although this did not lead to a substantial break in i^xe series in . 
most areas, a discrete break was evident in sevdrar'oreas When 
banks were added. The niost outstanding example of thVs procMure - 
change occurred in the da^a for the Battle Creek SMSA between the 
first and the second-^u^rters of 1973, when the number ©^reporting 
. , banks increased from three to six. resultin_g in a 60 percenrjump in ' 
the current-dollar va/ue of demand deposits in that area ih one 
quhrter. Such reporting changes were considerably less in other 
mfttropolitaK areas but, overall, they imposed some upward bias on 
/ the banking data that could not bo eliminated easily. Seconft, ,in 

some instances the number of quarterly observations was not large 
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For example, only senliaonual data were ^vailabfe froi|i, 1970 
through 1972 , for deposits and total loans. This resdfieted 
estunation.of seasonal movements to the post- 1972 years, a rather 
short tinle period.. While the seasonal estimates Ifor these series were 

* stable, they must be i:59garded as preliminary and sybject to revision 
,1 as more data become available. Commercial and industrial loans and 

^consumer installment \mns were available only on a semiannual 
. baijis through 1975. quarterly thereafter. Consequently,' the, 
relatively short duration of those two series precluded any reliable 
estimation of seasonal factors, even of the most preliminary nature. 
Given these two limitation^ the banking series behaved reasona^ily 
well over the period, with no extremely perverse movements 
evident. 

The demand and ^otal deposits series appearing in the charts in 
Part Il^^nd on whij|ji measurements of cyclical behavior are based, 
wereVreduced to constant-dollar terms by deflating each quarterly 
v^^^e\w the Consumer Price Index (CPI). The Detroit CPI was 
Use^uo deflate the two Detroit deposits fbries, with the n^jtionwide 
CPr being used for all other Mjichigan metropolitan ar#s. The 
}^ deflated series were then placed in index form (1972=100) for 
comparative purposes. On the other hand, the loan series, which 
also appear in charts in Part* 1 1, were left in current-dollar terms. 



Cyclical Behavior^ 

The timing and amplitude of short-run fluctuations in the 
fourteen series for each metropolitan area were measured by > 
determining cyolical peaks and troughs in specific series and then 
^computing percent changes in series' values between those dates. ^ 
Although* seasonal swings were removed, as discussed above, the 
series were not adjusted for secular trend. Conskjuently, the 
amplitude measures reflfect both trend and cycle behavior .which 
represents actual expenience, the primary concern of this study. 
^Specific cycle turning points for these series were then compared 
with those of national business cycles so that, unless^ stated 
otherwise, cla^fications of leading, lagging, or roughly coincident % 
local behavior refer to the timing of changes of movement of 
ir^divddual series for the metropolitan areas relative to cyclical 
sWirxgs in the national economy (reference cycles). . ^ 

It should be noted that expansions and contractions in the local . . 
series generall^^ conformed to national business cycle patterns. In 
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other words, during a national recession those local sepes that 
Would be expected to decline (manufacturing enfiplQ^ment, for 
exailiple) did so,, while thoge that typically^ise (Jurifig, a business 

*9lump (tlie unfemploynient rate, l^r example) behaved as expected in 
nfiost, cases. /There' were sonve notable ex^ceptions, however, Two 
metropoUtan areajB, Ann Arbor- Yp^ilanti and Ffiaji; did not 
experience a cyclical decline in n^^w buflding permits tKiat conformed - 
to the 1969-70 national recession.' AJiso, the Ann ArooK-Ytisilanti, 
Muskegon-Norton Shores-Muskegon Heights, and SaginawlSMSA^s 
experienced only a slowdown in grow^, but not absolute de\jline, in 
the Current-doULsttC volume of tota) loans during the 1973-75 

.recession. Finalrjc. only 3 of 11 areas experienced a decline in 
government employment and only 7 oJF 11 areps had a fallo/f in the 
current-dollar voliline of commercial and industrial loans during the 
1073-75 recession that can be classified as cyclical. 

While cyclical swings in business act^ity/ in Michigan' 
metropolitan areas conformed to national psjtterns, there were 
substantial differences among, the ll areas in both the, timing and 
amplitude of fluctuations in labor market,' construction, and 
banking activity. These intestate* variations in performance are^ 
discussed below. " h ' ^ ' 

Timing 

Table 3 shows"t>he number of metropolitan areas where turning 
points in 14 specific indiciijfei^rs led, lagged, or were roughly 
coincident with the national wsiness cycle peaks of th^ fourth 
quarter of 1969 and 1973. As discussed above; many of the local 
series began in 1970, so that timing comparisons with the business 
cycle peak of 1969 are rather limited. However, for those series that 
were available, Average weekly init;ial claims for unemployment 
insurance, the average workweek of manufacturing workers (four 
areas only), and new building permits, leading behavior was the 
dominant characterist^. The longest leads occurred in the new 
building permits seri^, with the average lead time before the 1969 
national peak amounting to 6.6 q^igffters fcfr the 9* metropolitan 
a^eas expdtiencing a comparable Cyclical decline. While that is a 
ratheir long average Idad, it should be i\pted that the group average 
was influenced by v^ry early downturns in the Battle Creek and 
.^Kq^mazoo- Portage SMSAs. If those two areas are excluded, the 
average lead is 4.3 Quarters for thef other 7 metropolitan areas. That 
just pbout equals tne four-quarter lead for th^ statewide series, and 
1^ qnly slightly above the* three-quarter leftd of the national series. 




^ Series 

(I'otul WftKJ? & Salary 
M^tnplo/rnont 
MunufHj^^ring Employment 
Noninanufacturlng Kinploynnent 
Government Employment 
Unemployment Kdte 
Avera^je Weekly laiUal - 

Claims for UI . / 
Average Workweek, ptO(\. 

^ workers, mfg 

New. Buildiy^ Permits 
ConafrJUctioriEftiploymGnt 
Deflated DdtYiBiul Departs ^ 
Oodatod Total DepQ«it8 • 

I'otal LoanB* . • . _ » 

Commercial & tndu8t*rial Loan8 
ConBumerJnHtaliment Loans 





Not©; NA IndicQtGB that coiiHislont lotal dupa wero not nvuilnblo. ^ • 

" KlovinvSMBAs Woro considered (or each series. In some cqruh, local which conformed to national buoineas cycle peakd were tiot diacernible. Consoqucutly, 
tile t6tat number of orenfl in loss than eleven for (^ome Beriea. • ^ y/^. . 

•*>For (our areufl, Ann Arlmr Ypsilanti. Bfty Ci^. JackHon.^a'nd Saginaw, this series begfnrt prior to 1909. For the othbr aeVen areriw. a consiaf-ent average ^ 
workw«M)k njriert starts in 1970 so Ihot peaks confoTming to thatwiational peok could not be de to/mined. ' 

: , ■ • - • y- • ' * c 
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^fhp samejg true of the average lead of 3,9 quarters for average 
-weekly initiahciaims in Michigan metropolitan areas, which only 
slightly exceeds^^l^ie t^ee-quarter lead of the national average 
^weekly initial claims serie^ Although an average workweek series 
was available only for four metropolitan areas in the late 1960s, all 
four hit peaks bqfore tl^ rjecesgj^n began, Fr(in|i this limited set^of 
" data it* appears that the timing characteristics for the group of 
metropolitan ar^as in Michigan were quite sinoiil^r to their national 
^du^nterparts oil the average, although a good deal of variation ^ 
xista.^ / 

All 14 series were available for timing comparisons with the 1973 
national business fcytle peal^However. two series^ government 
ployment and commercial and industrird loans, showed little 
cyclical sensitivity among the metropolitan areas during the 
recession. witTi^only thre;^ areas experiencing' vjfhat could be 
classified as a cyclical contraction in government employment and 
ovAj[ Sciven areas suffering an absolute define in the current-dollar 
^ volunve of commercial and industrial loans during tHfe 1973-76 
recession. No clear timing characteristics were evident for those two 
series, - ■ 

Among , the 'labor market indicators, the unemployment rdte. 
average weekly initial i:kims for unemployment insuranc§^^«fi)J the 
average \VOrkweek hacljcycllcal turning points occurring^in^welir 
areas before the national recession began. Lead timing at business 
cycle peaks is a wi^ly recognized characteristic of each t)f these 
series at the national level, so that the timing beha vior in Michigan 
metropoirtan areas at the/ 1978 peak was ^not out • of line with 
Expectations. 

Peaks in total wag^ ancl salary employment wert roughly 
coincident with the national business cycle peak ii/the majority oL 
areas» but in four metropolitan ar«asr<^and Rapids, Kalamazoo- 
Portage^ Lansing-East Lansing. and-^Muskegorj^N Shores- 
Maskegon Heights, deitines did riot begin^uijtil the recession was 
yell undtjrway. Of the 11 metropolitan ^as. 6x)^ the Saginaw. 
SMSi^ experienced a downturn Jn total wage and salary 
employment before the recession began, due to the early^ peak in 
lofcal rfianufacturing employment, which accounted for just over* 




2. T^^G load for uvorflgo wo(ikly initinl clfiinifl' varied from seven quarters in the 
Ann Arbor- Ypoilanti SM8A to one quarter in the JacksOn SMSA. th^coefficient of 
variation for the 1 1 areas is .370. For the new building permits series the cooffjcient 
of variation lfl^.7B5. 
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41 percent of wage anci salary employment in that area in 1973/The S> 
dther afreas that exj^erien?!ed ; early pmk^ in nianuf$fcturiog . 
ennnxloyment were Battle Creek, Jackson, and Kalamazoo- PorUge, ' 
but the leads were not lbng;\ffmounting tO^ three, twQ, and on^,:, 
quarter, respectivel}^. t^Xcept for the Sajginaw SMSA, th^ . 
metropolitan areas hetivily dependent upon' aut^mqjbjjle production " . 
experienced downturns in total wage pnd salary and mfmufacturirffe 
' employment that roughly coincideci witli the start of/the natjipnaU " 

recession in ^973. In the nonmanufactqring sector, nine of the ten ^ 
metropX)litan areas experiencing a fplloff- in employment during th^ 
recession had peaks that occurred at or after the national business 
cycle peak. In, other words, lagging behavior donjinated the' 
performance of nonmanufacturing employment. ♦ 

In nearly all metropolitan areas in the state, the two indicaft^ of ^ 
local construction activity led the business cycle peak of 1973; As 
was the case with the 1969-70 recession, new buildipg permits hit a 
, peak well before the national business slump began, Th^averagfe 
lead for the 1 1 metropolitan areas was four quarters, which equals 
theJead exhibited by t^ie national series. Among the metropolitan 
areas in Michigan, timing ranged from leads of eight qUarteriH^i the 
Detroit and Flint SMSAs tq coincidence in the Bay City SIV^A. 
Employmentln the construction industry also began falHhg in most 
areas before the recession started, for an average lead of three 
>• quarters, Jnere w^^^ three notable exceptions to the leading 
behavioi^Tof construction . employment: the Goand -Rapids series, 
whose peak was roughly coincident, and th^KalamazoO*^Ortage 
and Muskegon-Norton Shores-Muskegon Heights SMSAs, where 
short lags were evident: Interestin^y, those three metropolitan 
> arejttS are located in western Michigan. * 

In the banjcing sector, deflated demand and total deposits led the 
national business cyde peak. Table 3 shows that the leading^ 
tendeocy wad soijjewhat stronger for the foriper.than the latter, 
series, with all metropolitan areas in the State experiencing early 
peaks in deflated demand deposits. The &vferage lead among the 
group was 3 J quarters, with six areas leading by four quarters ^md 
.five areas by two quarters. For the state as a wtiole, deflated 
demand deposits began declining four quarters before the nationaf 
recession started. On the other hand, total loans and consumer 
installment Idans, both in current•dol^^rs, exhibited lags. Of the / 
eight metropolitan areas where the, volume of loans suffered^ ' 
absolute declines, seven did not begin falling until the recession was 
well underway. The longest lag, three quarters, occurred in the Bay 

, r •« . 

o - ■ . • ^6 ? . 
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City, .Grand Rapicjs. «nd Lansing^East Landing SMSA6. The latter 
area, along with the Ann ArbopYpsilanti SMSA. also displayed the 
longest lag in consumer installment loqns. four, quarters. Overall, 
then, thfe peak timing'behavidr of the bankin^s^ries hi Michigan 
.npetropolitan areas was quite similar to the behavior of comparable 
national series. 

^ Tablcr 4 ahows the timing characteristics of the same 14 local series 
at the national bu9ines;3 cycle troughs of the fourth qua^O)^ of 1970 
dnd the first quarfeejr'of 1976. Lagging and roughlycohicident 
behavior dominated the trough patterns for total wage and salary" 
and manufacturing empl6ym^t. In 7 of the 11 metropolitan areas 
the upswing in manufacturing employment lagged behind the 
national business cycle recovery that began ih early 1976. In five of 
those areas the Iqg was short-orte quarter— but manufacturing 
employment lagged by ifi\^uartors in the Jijckson SMSA and three 
quarters in the Mu^kegdwBMSA. Combiiied with the two-quarter 
lead before the recession in the Jackson ' SMSA, the lag in 
manufacturing" ^ploym'ent at the trough gives this area the longest 
cyclical downswing among the state's metropolitan areas,^ 
quarters or 3 years. Furthermore, total wage and' salary employment 
in^the Jackqpn SMSA lagged considerably at the trough, resulting in 
the longest contraction for this series dmcing the' 11 metropoKtan 
areas. The unemployment rate lagged^ in four areas at the 1970 
trough, and in seven areas at the. 1976 trough; behavior th6t is not 
partiCularlyunuSual, sinpe the Nationwide jobless'rate also exhibited 
lags at both troughs. -For the most phrt, the timing behavior of local 
labor market indicators reve^ols that turning points in these activities 
did not-begin before the start of the two fiational businestf recoveries, 
and in many cases ehort lags were evident. 

The outstandingly timing ch^jtacteristic in the construction sector 
is the lagging behavior of «lployment, particularly at t)ie 1976 
trough. In all 11 metropolitan areas construction employment 
, lagged, with the average for the group amounting to 4.9 quarters. 
Lags of eight quarters occurred in the Ann Arbor- Ypsilanti, 
Jacksort, Kalamazoo- Portage, and Lansing-East Lansing SMSAs, 
and for thfe state as a whole construction employment Ij^gged by five 
quarters. Given the early peaks in mo8t local areas, these long lags 
ttOJie 1976 troUgh resulted in contraction's in construction 
employment of fairly long duration in all Michigan metropolitan 
areas during the mid-1970s. 

In the banking sector, the timing of troughs' in the (iejktttttl 
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(.lopoHit ahd total loans series differed considerably at the two 
nationdl l^ivrfindss cycle troughs. At the 1970 trough leading 
behavior dominated^Mdth no lags evident. In contrast, It^gging 
behavior oharacteri^d each of these series at the 1975 trough. The 
lags in deflated demand and total deposits, which were faii*ly long in 
some cases, appear to be unusual because of the lead tendency 
inherent in such series. However, it should be noted that the 
narrowly defined money supply, which includes cash plus demand 
deposits, also lagged nationally at that time and has recovered only 
slightly from its recession low. Therefore, the lags in the deflated 
demand deposits series in Michigan nftetropolitan areas are not 
unique. At least some of the lag is attributable to changes in 
financial practices and. laws which have jmpadbed on the use of 
demand deposits by irtdivjduals and businesses, resulting in a 
slowdown in the growth fate. But deflated total deposits, which 
include demand plus time deposits at commercial banks, also laggecT 
at the 1975 trough. This appeTirs to be the result of slow growt^bijuji 
the current-dollar volume of total deposits at commercial banks 
com]f)ared to the inflation rate. 

The impressi(vi left by the timing perjprmance of the banking 
indicators at the 1975 business cycle trough is that recovery in 
Michigan metropolitan areas began later than nationwide. The lags 
in some of the labor nidrket and Construction indicators support 
that conclusion. Thus, |he duration of the slump ih business activity 
in Michigan metropolitan areas appears' to have been longer than 
the national recession. During the period examined,' the earliest 
signs of local business downturns were evident in the indicators of 
construction activity in most metropolitan areas. But several 
indicators of local-labor market and banking activity also exhibited 
early peaks. 

Amplitude 

Thif magnitudes of the cyclical swings in the 14 local economic 
indicators are given in Tables 5, 6, 4md 7. Table 5 presents the 
amplitudes of the cjblical expansion phases that generally 
conformed to the national business cycle expansion of 1970-73. The 
measures shown in the table represent absolute values of" the 
percent change in each series from its Initial trough to terminal 
peak. Table G shows the absolute values of percent changes (peak to 
trough) in each series for the c?5^clical contraction conforming to die 
1973-75 natiotial recession. Finally, Table 7 gives the absoluWv 
values of percent changes in each series for tjhe expansion phase J 
conforming, to the mOSt recent national business cycle expansion 
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. TA^LE 6 ; 
Amplittide of Contractions in Specijfic Sieriqs (^nf/c 
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Amplitude of Expansions in Specific Series Conforming to the National Business Expansion Startin g in 197y 
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that began in the first quarter of 1975. Tho measures in Table 7 
represent changes from the trough value to a most recent high or 
low, depending upon , whether th0 series is a positive or inverse 
series. In many cases, these measures may reflect incomplete 
phases, because it is not yet clear whether the national and local 
expansions have ended and business contractions are underway. 
The measures presented in the three tables reveal wide disparities in 
performance among Michigan metropolitan areas during phases of 
the business cycle. * 

Note that among the labor market indicators, manufjacturing 
employment and the average workweek of manufacturing workers 
exhibited^ sizable upswinj^s and downswings in the Ann Arbor- 
Ypsilanti, Flint, Lansing-East Lansing, and Saginaw SMSAs, This 
is not at all surprising, considering that each of those areas is 
heavily dependent on the automobile industry. During the 1973-75 
recession, manufacturing employment fell 26 percent in Ann Arbor- 
Ypsilanti. 25.5 percent iji Flint (and Jackson), 24.5 percent in 
Lansing-East Lansing, and 20.6 percent in Saginaw» \yhile hours 
worked fell 13.6, 14.5, 14.6. and r2.5 percent, respectively. Table {)' 
and 7 show that the two expansions were also relatively strong in 
each of those four areas, resulting in a high degree of overall cyclical 
sensitivity in their manufacturing sectors. In contrast, two of the 
areas least dependent on durable goods production, the Battle 
Creek and Kalamazoo Portage SMSAs. exhibited the lowest degree 
of cyclical sensitivity within their manufacturing sectors. During 
the 1973-75 recession manufacturing employment fell 13.6 percent 
in the Kalamazoo- Portage SMS A. the mildest contraction among 
Michigan metropolitan areas and}iearly one-half the magni^jde of 
tlfe severe slump that occurrediii the Ann Arbor-Ypsilanti SMSA. 

The swings in total wage and salary employment do reflect the 
varying degrees of volatility of local manufacturing employment, 
but not perfectly. Total wage and salary employment in the Flint 
SMSA exhibited the rnost cyclical s^onsit^ivity. total wage and 
employment in the Kalamazoo- Portage SMSA the least. Despite 
having highly volatile manufacturing sectors^ contractions in total 
wage and salary employment in the Ann Arbor-Ypsilanti and 
Lansing East Lansing SMSAs were relatively mild due to the 
moderating influence of the large and fairly stable nonmanufac- 
taring and government sectors in each area. 

^ 

The Ann Arbor- Ypsilanti, Flitit, and Saginaw SMSAs also 
exhibited sizable swings in average weekly initial claims for 



33 



I 



aO Measures of Locul Businesa Activity and Intrastate Variations 

unemployment insurance. Data from 1968 were available so that 
behavio/during the two recession periods canl)e compairecl. During 
the 19ot-70 recession average weekly initial claims rose 337.2 
percein in the Ann Arbor-Ypsilanti 4^8.4 percent in the 

Flint SMSA. and 456.1 percent in the Saginaw SM$A, with the 
areas ranking fourth, first, and second, respectively. The Lansing- 
Fiast Lansing SMSA ranked third in this respect, as average weekly 
initial claims rose 342. 6 per^fent. Table 6 shows that the Ann Arbor- 
Ypsilanti, Flint, and Saginaw SMSAs ranked first, second, and 
third, respectively, in terms of the cyclical rise in average weekly 
initial claims during the 1973-75 recession. Although thtit business 
slump was more severe than the 1969-70 episode, average weekly 
initial claims actually rose less in the Bay City, Lansing-East 
Lansing, and Muskegon SMSAs. In all other areas, the state, and 
tlie nation, the cyclical upswing in average weekly initial claims 
during the 1973-75 recession was substantially larger than*<hat'of 
the 1969-70 period (see charts in Part II). 

During the two business expansion periods, sizable declines in 
average weekly initial claims accompanied employment upswings in 
each metropolitan area. Tables 5 and 7 show that so far during the 
recent expansion (1975-78) the falloff in average weekly initial 
claims exceeds that of the previous expansion (1970-73) in all areas 
jBxc<3>pt Gfand Rapids, Jackson, Lansing-East Lansing, and 
Muskegon. Despite declines since the last recession, however, 
average weekly initial claims in all Michigan metropolitan areas at 
the end of 1^78 remained above their pre-recession lo^s. The 
business e^cpansions in these local areas, therefore, have failed to 
pull average weekly initial claims down enough to offset the sizable 
runups t/hat occurred during the recession. Consequently, this series 
^exhibits an upward trend over the entire perio(| in all Michigan 
metropolitan areas and the state as a whole, a phenomenon also 
npticeable nationwide. 

The behavior of the local unemploynrient rates is similar in that 
the recession led to sizable upswings, and« in most cases, the 
declines! during the 1976-78 expansion have not offset the previous 
increases. The hardest hit areas during the recession, i.e., those with 
large peak to trough percent changes, tended to be the areas where 
the slump in manufacturing eniplayment was particularly severe: 
Ann Arbor-Ypsilanti, Flint, Jackson, Lansing-East Lansing, and 
Soginaw. In fact, the correlation between the amplitu^s of those 
two series for the recession period is + .85, which indicates a strong 
association between the magnitudes of the contraction phases of 
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manufacturing employment and the jobless rate across Michigan 
metropolitan areas. This positive relationship is alsfo evideht during 
expansionsyalthough the degree of association is not as strong as 
that of th/recession period. What this relationship suggests is that 
metropolitan areas in Michigan which have a large and highly 
volatile manufacturing has^ are also susceptible to sizable swings in 
unemployment. The Ann Arbor-Ypsilanti and Flint SMSAs are 
excellent examples of this type of local instability. Both areas 
experienced sharp declines in manufacturing employmenfi during 
the 1973-75 recession resulting from the falloff in activity in the 
automobile industry. The unemployment rate in the Ann Arbor- 
Ypsilanti SMSA rose from 4.2 percent to 13,9 percent, and in the 
Flint SMSA it jumped from 5,4 percent to 17,3 percent. The latter 
represents ^the highest quarterly jobless rate among the Michigan 
metropolitan areas during the recession. At the other extreme is the 
Kalamazoo- Portage SMSA. which experienced the mildest slump in 
manufacturing employment and whose jobless rate rose from 4.5 
percent to 11,7 percent. Although the latter was well above the 
national average, it was below the statewide high of 13.4. percent 
and was the lowest among the 11 metropolitan areas. By the end of 
1978 the unemployment rate in nearly all Michigan metropolitan 
areas had not fallen below pre-recession lows. The only exception is 
the Grand Rapids SMSA. where the jobless rate hit a seasonlally 
adjusted 4.8 percent in the first quarter of 1978. just below its pre- 
recession low of 5.0 percent. 

The two indicators of local construction activity reveal a high 
degree of cyclical sensitivity in Michigan metropolitan areas. In all 
areas the total amplitude of the. fluctuations in the Index of New 
Building Permits exceeded ^that of the state and the nation. With 
few exceptions this, was also the case for specific contraction and 
expansion phases. The two recession periods are quite revealing. All 
metropolitan areas except Ann Arbor? Ypsilanti and J'lint 
experienced larger downswings in new building permits than the 
state as a whole during the 1969-70 recession. The Ann Arbor-^ 
* Ypsilanti and Flint SMSAs did experience contractions from the 
mid- 16 the late 1960s, but they did not conform to the national 
recession (see charts in ^art II). As Table 0 shows, only the Grdnd 
Rapick and Jackson SjMSAs suffered less severe declines than the 
state lluring the 1973-75 slump. Tlie mosl\evere contractions 
occurred in the Ann Arbor-Ypsilanti. Battle Creek, and Flint 
SMSAs although, as Table 6 ^hows. many other metropolitan areas 
experienced declines that were only slightly milder than the state as 
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a whole. With only two exceptions, then, the drop in the Index of 
New Building Permits was sharp in Michigan metropolitan areas 
during the mid- 1970s. Table 7 shows, however, that the upswings 
following the last recession were also sizable, with the largest 
relative imcreases occurring in the Batt^^e Creek and Kalamazoo- 
Portage SMSAs, Nevertheless, all Michigan metropolitan areas 
except Jackson had index levels in 1978 below their pre-recession 
peaks. Thia situation is not unusual, since both the statewide and 
nationwide indexes have also failed to surpass their previous peak^ 
during the recent business expansion. 

The behavior of construction employment was similar to but not 
^ exactly the same as new building permits. The magnitudes of the 
upswings .in this local series during the 1970-73 business expansion 
exceeded t|ie statewide gain in all metropolitan areas except Detroit 
(see T|ible|5). Table 6 shows that the slump during the 'mid-1970s 
.was hmore Jsevere than in the state as a whole in all metropolitan 
Areas except Grand Rapids^ Kalamazoo-Portage, and Muskegon, 
Note that the Grand Rapids SMSA was the only meiropolitan area 
in the state to experience a relatively mild slump in construction 
employment and new building permits. Interestingly, the Jackson^ 
SMSA suffered the largest relative drop in construction 
employment and the mildest falloff in new building permits amor^g 
the 11 metropolitan areas. Table 7 shows that in only 5 of U 
metropolitan areaajias construction employment expanded more 
thaif11rh>ffs statewide from the trough to the most recent high. In 9 
of 11 areas the most recent expansion of construction employment 
exceeds the 1970-73 upswing. The Grand Rapids and Kalamazoo- 
Portage SMSAs are thfe two exceptions, but those areas also 
experienced relatively mild contractionji during thfe recession. By 
the end of 1978. corjatruction employment had failed to reach pre- 
recession levels in four jl^feas: Ann Arbor- Ypsilanti. Battle Creek. 
Jackson, and Lansing-East Lansing, and the latter area has 
exhibited the most sluggish upswing (see Part II), 

In the banking sector, deflated demand and total deposits 
suffered th^ most severe downswing during the recession irjthe Bay 
City SMSA. with declines of 31,8 percent and 17,8 percent, 
respectively. The Saginaw SMSA. on the other hand, experienced" 
the mildest setbacks in the two deposits series, despite the rather 
sizable falloff in employment that occurred in that area. The l^int 
SMSA. another volatile area in terms of employment and^uilding 
activity, did not exhibit extreme declines in banking ©otivity. 
Deflated total deposits fell 13,4 percent in the Flint SMSA. and the 
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current dpllar volume of total loans fell 4.8 percent. In comparison, 
the Kalamazoo- Portage SMSA, a much more* stable area in terms of 
employment, experienced slightly greater declines in deflated total 
deposits and total loans during* the recession, 14.7 percent and 5.1 
percent, respectively. The Battle Creek SMSA, -which also 
experienced relatively mild declines in employments suffered 
substantial drops in total loans, commercial and industrial loans, 
and consumer installment loans. In the case of consumer 
installment loans, the Battle Creek SMSA experienced a decline of 
32.5 percent in current-dollar volume, the largest contraction by far 
among the 1 1 metropolitan areas, whereas the adjacent Kalamazoo- 
Portage SMSA suffered no decline during the recession. Also, along 
with several other areas, the Kalamazoo-Portage SMSA 
experienced no measurable cyclical decline in conrmercidl and 
industrial loans. 

Table 7 shows that banking activity picked up substantially 
during the recent business expansion, except for deflated demand 
deposits. The latter have increased at a rather sluggish pace, and by 
mid- 1978 they were still below pre^recession peaks in all Michigan 
metropolitan areas. While deflated total deposits had risen during 
the business expansion, they were below their previous peaks in all 
areas except the Ann Arbor-Ypsilanti, Grand Rapids, and Saginaw 
SM$As. The current-dollar volume of loqns has expanded 
considerably in all areas since the last recession. Table 7 shows that 
the greatest relative increase occurred in the Bay City SMSA, 
where the current-dollar volume of total loans has risen 89 percent 
since the recession, and commercial and industrial loans and 
consumer installment loans have more than doubled. 

In** summary, then, banking activity in Michigan metropolitan 
areas. exhibited varying degrees of cyclical sensitivity during the 
period examined. Only three areas, Ann Arbor-Ypsilanti, 
Muskegon, and Saginavy.^escaped absolute declines in the current- 
dollar volume of total loans during the 1973-75 recession. Also, the 
Kalamazoo- Portage SMSA was th<3 only' metropolitan area {Where 
conajjiQi^jr installment loans did not fall during that slump. All 
areas, however, experienced declines in the deflated values of total 
and demand deposit^, with the latter exhibiting sluggish recoveries. 

The measurements presented above reveal differences in business 
conditions among Michigan metropolitan areas from the late 1960s 
to 1978. While a wide range of economic indicators was assembled 
and their behavior examined, the number of yeftrs Covered in this 



37 



34 Measures of Local Business Activity and Intrastate Variation^ 

study represents a rather vshort time period that encompassed one 
natior\aI business cycle peak in late 1973 and two troughs, one 
occurring in late 1970 and another in early 1975, Local behavior 
during the two business expansion periods and One recession period 
was analyzed, and the results reveai varying degrees of cyclical 
sensitivity among Michigan metropolitan areas in t^rms of labor 
market, construction, and banking activity. It^should be noted that 
the findings of this study refer only to local business conditions 
during those years, and caution is urged regarding generalizations 
or forecasts about the local economic activity in the future froth the 
historical analysis above. Certainly, this study provides a good deaf 
of information about the metropolitan economies in Michigan and 
-..J^^^velops a solid methodological base from which to examine and 
comrJ^re current business conditions within the state, /ts indicated 
previously, use of the economic indicators developed in this study 
for current business conditions analysis requires updating the data 
in light of recent revisions by reporting agencies and then re- 
estimating the seasonal movements so that the indexes are derived 
not only from observations covering a longer time span but also 
reflect the most recent conditions to the extent that thi^ is possible. 
Both of those changes are likely to improve the reliability of such 
estimates, which are crucial to the assessment of^current conditions 
• and forecasts of the direction of local economies, , 
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Ann Arbor- Ypisilanti SMSA 



The Ann Arbor-Ypsilanti SMSA is the sixth largest among 
Michigan's 11 metropolitan areas in terms of population. This 
metropolitan area, which encompasses Washtenaw County, 
experienced a population increase of 6.9 percent from 1970 to 1977, 
as' its population rose from 234,103 in 1970 to 250,200 in 1977. The 
population increase in this area slightly exceeded the nationwide 
growth pf 6.4 percent and vias considerably above the 2.8 percent 
increase registered in Michigan bver that period. Among the state's 
11 metropolitan areas, the j)Qpu|ation growth in the Ann Arbor- 
Ypsilanti SMSA was exceeded <^ly by.th^.3 percent increase that 
occurred in the Lansing-Eqsr Lapsing SMS/f. 

The area also exjfierienced/felatively strong growth of personal 
income. From 1969 to 1976/its,.personal income grew at an annual 
rate of 9.8 percent, highest among the state's 1 1 metropolitan areas. 
Moreover, income grpwth ih« the Ann Arbor-Ypsilanti SMSA 
exceeded the nationwide rate of 9.3 percent anii the average i*ate for 
all U S, SMSA's of 9.0 percent. In 1976, total personal income in 
thisnnetropolitan area was^J 1*^790 million. Four metropolitan areas 
in Michigan exceeded that total: Detroit, Flint, Grand RapidSt arid 
Lansing-East Lansings ► * . . 

Per capita incoqne in the area is relatively high. In 1976 it vyas 
estimated at $7,215 compared to $6,396 nationwide^ $6,707 in 
Michigan, and an average of $6,824 for all U.S. SMSAs. Artidng 
Michigan metropolitan areas, only the Detroit SMSA, with a pelr 
capita income level of $7,496, ranked ^ahead^of th^ Ann Arbor- 
Ypsilanti SMSA. The relatively high income level in this 
metropolitan area was the result of above-average level of wages 
paid by tho durable goods industries, including automobile-related 
manufacturing firms located there, cohibined with the salariiBS of 
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professional, managerial, and technical workers enaployed in 
Washtena^v County, , 

The Ann Arbor Ypsilanti SMSA has a fairly diversified economy, 
with total wage-ajid salary employ ment^a^otlfequally distributed 
with pn^third in manufacturing, one-third in nonmanufacturing, 
and one-third ijn government employment. Table Al. shows that in 
197^. 34.1 percent of the area 1 wage and salary employment was 
atccountcfdfor by manufacturing. By 1977. that share had falW to 
32.4 percent, exactly, the same as the proportion statewide. Durable 
goods production, primarily linked tcf the automobile industry. 

• dominates the area's manufacturir^ sector. Industries producing 
durable goods accounted for 30.2 percent and 29.2 percent of total 

_ wfige^ and • salary employment in the area in .1972 and 1977, 
respectively. As Table Al shows, those shares were Slightly above 
gtateWide proportions. ^' 

- TABLE Al 

Percentage Distribu^on of Total ^^ge andJSalary Employment 
Ann Arbor- Ypsilanti SMSA and Michigan, 1972 and 1977 



^ . 


Ann Arbor- 








Ypsilanti SMSA ' 


Michigan 


Item' 












1972 


1977, 


1972 


1977 


Total Wage and'Salary* 


100.0% 


100.0% 


100.0% 


100.0% 


^^^onufac taring 


34.1 


32.4 


35.1 


32.41 


Durables , 


30.2 


29.2 . 


28.1 


25^9 


Non(^urabie8 


3.9 ' 


. 'S.Z 


7.0 


6.6 


Nonmanufacturing 


30,8 


35.0 


48,0 ' 


49.6 


Government 


35.1 


32.6 


16.9 

J 


18.0 



Sourte: lyijchigan Employmont Security Coinmiflsion. » 

* ■ * " ^ 

' Goverriment employment accounted for 36 percent bf total wage 
and saldry ennployment in the area in 1972, a^d 32.6 percent in 
1977.^Deafrtte a do.wnward shift in the share of jobs. Table, Al ^hows 
that^a niuch highei* proportion of workers in this metropolitan area 
ar,e employed by the public sector than is the case for Michigan as a 
whole. The si^e of the govei^nhieprt sector in the Ann Arbor- 
Ypsilafitii $MSA is' attributable to> the fact that- two state 
universities ore located there, the University of Michigan in Ann^ 
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Arbor and Eastern Michigan University in Ypsilanti. Both the siM 
an^ stability of this area's public sector temper the more uijstabl^ 
situation in local manufacturing industries resulting from a heavy 
concentration in automobile-related production. 

Overall, the major structural differences in employment between 
the state and this metropolitan area are the latter's slightly ^eater 
concentration of workers in durable goods manijfacturing and the 
significantly larger proportion of its wage and salary jobs in 
government. In fact, only the Lansing-East Lansing SMSA, site of 
jthe state capitol. has a larger share of employment accoiinted for by 
the public sector. 

buHinesH Conditions in the Ana-Arbor- Ypsilanti SMSA 

Labor Market Conditions 

^otal wage and salary employment tjnd its majoi; components- 
manufacturing, nonmanufactiiring. and governmient employment— 
are shown by quarter in Chart AL#^r the 1970-78 period, the 
overall behavior of total wage and salary and maniifacturing 
employment conformed to national business cycles. In otW words, 
these two ke^ employment series increased during national 
expansion periods and declined during recessiorfs. As Chart Al 
shows, the peaks and liroughs in the two series were roughly 
coincident with turning points in aggregate businese activity in the 
nation. In addition, while nonmanufacturingerlaployment displayed 
some cyclical sensitivity. governnHient employnljfent dlid n9t. 

During the e^^an^ion period from the fourth quarter of 
the fourth quarter of 19J3. total wage and Salary employment jrO^^^ 
20.4 percent in the metropolitiSln area. That increase resulted from a ^ 
rise of 38.0 percent and 30.2 percent in manufacturing and;^ 
nonmanufacturing bmployment] ' respectively, aver that gana^ 
period. Interestingly, government employment in the Ann Arbor^ 
Ypsilanti SMSA remained relativ(^y flat in the period between the 
two recessions. 

As previously noted, manufacturing in this metropolitan area, is 
heavily weighted toward durable goods production in those 
industries most seriously affected during economic slowdowns. 
Consequently, manufacturing employment in the area experlj^nced i^ 
severe contraction during the 1973-75 recession, falling 120 percent 
from the fourth quarter ef 1973 to the fifst quarter of 1976. That 
was the larjgest relative decline in manufacturing employment 
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among the state's 1 1 metropolitan areas ouring this period. The f 
contraction in total wage and salary employn\ent was considerably 
less, however,' 8 percent from peak to^trough. The less severe slump 
in total wage and salary employment was due to the fact that the 
sizable decline in manufacturing employment was tempered by a 
brief and relatively mild contraction in the nonmaiiufacturing 
sector and an actual rise in government employment. And of major 
im|iortance in this metropolitan area was the nearly . equal 
distribution of total wage and salary employment among the three 
major sectors. Because of this, the behpvior of the area*s r^ghly 
cyclically sensitive manufacturing sectoi^; has le;js of an impact^n^ 
aggregate employment. , ^ 

By the end of 1978, the employment series own in Chai*t A I , 
wore all above their pre-recession levels. Over nearly a four-year 
period beginning in early J 975, tot^l wage and salary employment 
rose 2^.^ percent, with manufactiiting employment up 46.1 percent, 
nonnienulaoturing employment, 15.3 percent, and government 
employment, 8.9 percent. Except for the nonmanufacturing sector, 
employment increasgdjparfl during the 1975-78 period than during 
the previous expanSBh peri6(l of 1970-73. 

Growth {|pte#for the entire 1970-78 period are given in Table A2. 
Total employment growth in the Ann Arbor-Ypsilanti SMSA 
exceeded the statewide rate, despite^Hhe fact that government 
employment grew at less than one-half .the Michigan rate over the 
period. Manufacturing and nonmanufacturing employment growth 
exceeded the statewide performance by considerable margins. 
Moreover, the Ann Arbor-Ypsilanti SMSA registered the highest 
growth i*ates for manufacturing and nonmanufacturing 
employment among the 11 metropolitan areas in Michigan. For th^e 
1970-78 period, the 2.8 percent average annual growtlf of total wa^e 
and J^nlary employment was* exceeded only by the 3.1^ percent 
growtn in the Grand Rapids SMSA. 

The seasonally adjusted uneinpU)yment rate for the Ann Arbor- 
Ypsilanti SMSA is shown in ChlDrt A2 along with the jobless rate 
for Michigan as a whole. For the most part, the local jobless rate 
remained below that of the state during the 1970-78 period. 
However, during the 1973-75 recession, the area's unemployment 
rate rose from a low of 4.2 percent in the second quarter of 1973 to a 
higjii of 13.9 percent in the first quarter of 1975, with the latter 
exceeding the statewide average. It is interesting to note that the 
percentage increase in this upswing In the unemployment rate in the 
Ann Arbor-Ypsilanti SMSA was exceeded only by that of the Flint 
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SMSA (from a low of 5.4 percent irt the third quarter of 1973 to a 
high of 17.3 percent in the first half of 1975). Two other SMSAs had 
seasonally-adjusted unemployment rates higher than that of the 
Ann Arbor- Ypsilanti SMSA at the depth of the 1973-75 downturn. 
Bay City at- 14.3 percent and Muskegon at 16.5 had both recorded 
greater levels of^oblessness. 

TABLE A2 

Average Annual Growth Rates of Selected Labor Market Indicators 
Ann Arbor-Ypsilanti SMSA and Michigan* 

(percent) 



Indicator 

Total wage and salary employment . . 

Manufacturing employment 

Nonmanufacturing employment 

Government employment 

Civilian labor force 

Unemployment rate 

Average weekly initial claims for Ul'' 

Average workweek, production 
workers, mfg.'' 



Ann Arbor- 
Ypsilanti SMSA 




Michigan 



Except whore indicated otiierwiBe. estimated growtli rates are based on log- 
linear trends for tlie 1970-78 period,' 

''Conoputed for the 1968-78 period. 

Another notable characteristic of the area's unemployment rate is 
its secular uptrend over the period. On an annual basis, the jobless 
rate grew at a 3.7 percent rate, which is higher than the state 
growth rate of 2.8 percent. Nevertheless, the area's uptrend was less 
than the 4.3 percent growth rate fpr the nation over the l97o-78 
period. To sonje degree, this gr6wth of the unemployment rate in 
•the area was attributable to increases in the labor force. As Table 
A2 shows, the local labor force grew at an annual rate of 3.3 percent, 
compared to a more modest statewide rate of 2.0 percent. 

Another key unemployment indicator, average weekly claims for 
unemployment insurance, is shown in Chart A3. For comparative 
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purpoHes, statewide claims are also presented. With only minor 
differences, the behavior of the local and statewide series was very 
similar. Both began their cyclical upswings several quarters before 
the national recessions started. This leading tendency at peaks is 
also a characteristic of the national series of average weekly initial 
claims for unemployment insurance covering all state programs. In 
the Ann Arbor-Ypsilanti SMSA, mltial claims began failing off at 
about the time that the business expansion started. 

Despite general similarities in behavior, however, initial claims 
for unemployment insurance were more cyclically sensitive in this 
local area than for the stme as a whole. For exanniple; during the 
1969-70 recession, average weekly initial claims more than tripled in 
the Ann Arbor-Ypsilanti SMSA compared to a doubling for the 
state. During the more severe recession in 1973-76, initial claims in 
the local areh rose to a level more than sttc times higher than their 
low in the first quarter of 1973, That sizable increase was the largest 
among Michigan metropolitan areas, exceeding by a considerable* 
margin the statewide tripling of claims. As Chart A3 shows, initial 
claims have fallen throughout most of the recent expansion period, 
but they have not n)Oved below pre-^recession levels. For the entire 
1968-78 period, average weekly initial claims in the Ann Arbor- 
Ypsilanti SMSA grew at an annual rate of 1 1,1 percent, the highest 
growth rate pmong tjhe 11 metropolitan areas and, as Jable A2 
shows, considerably above the growth for Michigan as a whole. 

As indicated above, manufacturing employment in the Ami 
Arbor-Ypsilanti SM3A has been quite volatile. Therefore, it is not 
surprising that initial claims for unemployment insurance als(^ 
exhibited a high degree of cyclical sensitivity, because nearly alll 
^manufacturing workers were covered under the state program. A 
further manifestation of cynical sensitivity in t\t\B ar^a*s \ 
manufacturing sector is found in the behavior of the average 
workweek of production workers. Chart A4 shows that this 'series 
conformed to national business cycle patterns* over the 1968-78 
period but with a lead, particularly at peaks. Since turning points in 
the area s total wage and salary and'^maViufacturing employment 
were roughly coincident with peaks and troughs in national 
business activity, changes in the cyclical phase of the average 
workweek tended to foreshadow those of the two employment 
series. Therefore, the4iverage workweek, like average weekly initial 
claims for unemployment insurance, appears to be a leading 
indicator in the Ann Arbor-Ypsilanti SMSA, The magnitude of the 
cyclical swipgs In the area^s average workweek series was relatively 
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CHART A3 

AVfiHAOE WEEKWY INITIAL CLAIMS FOR UNEMPLOYMENT INSURANCE, STATE PROGRAMS 
. ANN ARBOR YPSJLANTI 8M8A 
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large, falling 9.6 percent d^ring its 1969 contraction and 13.6 
percent during its 1973-76 slump. The latter was exceeded only by 
the declines in the average workweek in the Flint and Lansing-East 
Lansing SMS As, However, average Ayeekly hours in the Atin Arbor- 
Ypsilanti SMSA never dropped belbw 40 during either downturn. 
Chart A4 reveals that the expansion in t\\e aVerage workweek since 
early 1976 has not brought it up to the pre-recession level of 46.6 
hours, and thjat since mid-1977 a modest decline has occurred. 
Finally, the average workweek in this are^i exhibited virtually no 
secular trend over the 11 -year period. The averag^ annual growth 
rate for the series was estimated at only 0t4 percent. But, as Table 
A2 shows, this was above the growth rate for Michigan as a whole. 

In summary, the behavior of several key employment ancl 
unemployment indicators in the Ann Arbor-Ypsilanti SMSA • 
reveals a highly cyclically sensitive manufacturing sector, inducing 
relatively large cyclical swings in h^urs worked and employment in 
that sector. Moreover, these fluctuatioi^ contribute significantly to 
short-run swings in the area's jobless rate and initial claims for 
unemployment insurallce. While the size of and relative stability in 
nonmanufacturin^ industries and the government sector in the area 
dampen the amplitude of cyclical swings in totdl wage and salary 
employment, overall labor market conditions in this metropohta^ 
area were quite cyclically sensitive over the period examined. 



Two series were used to measure construction activity in the 
metropolitan area— new biiilding permits for private housing and 
employment in the local construction industry. They are shown in 
Charts A6 and A6, I'espectively. 

New building permits for private housing reflect commitmeifits to 
build and, nationally, peaks and troughs in this series tend t<) lead 
those of aggregate business activity. The local series is shown in 
Chart A6 in index form; that is, with each quarterly value expressed 
in terms of the series 1967 average to facilitate comparisons with^ 
the other metropolitan areas, the state, and the nation. The broken 
line represents the unadjusted quarterly index* which exhibits a 
considerable amount of errafcip behavior. Nevertheleas,' cyclical 
upswings and downswings are apparent and are qmite clear when a 
moving average of the unadjusted series is computed {sl0f\/n by the 
^lld lino in Chart A6), Interestingly, 'the cyclical behavior of.the 
local Index o( New Building Permits did not conform to the national 
recession in 1969-70.\Bepinning in the third quarter of 1968, the 
local index (moving average) rose throughout tf^e recession, 
reaching a cyclical high in the third quarter of 1972, one quarter 
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before the national Ind6X of New Building limits and five quarters 
before the peak in aggregate business activity. The local downswing 
continued through the third quarter of 1975 and was of considerable 
majjnitude. Measured from peak to trough, the index dlropped 88,6 
percent, -^xttjeding the 69.1 percent decline registered by the 
national index and the 56,2 percent fall in the statewide index, ^ 
Moreover, the amplitude of the contraction in the Ini^QX of New 
Building Permits in this jrnetropolitan area was the largest among 
the n metropolitan area^Hm Michigan, Chart A5 reveals that as of 
1977 the Index of Ne)^ Building Permits for the area remained 
considerably below pr^-recession levels, and preliminary data for 
^ 1978 show that, although the index continued to rise, at 72,8 it was 
still far below the peak level of 193,5 registered in the third quarter 
of 1972^ ' 

Construction employment in the area, shown in Chart A6, also 
exhibits a high degree of cyclical sensitivity. Especially striking 
was the magnitude of the contraction (38,5 percent) which began 
after the third quarter of 1973 and continued through the first 
quarter of 1977. By the middle of 1978, construction employment 
had again expanded in the Ann Arbor-Ypsilanti SMSA, but had not 
yet come even close to the pre-recession level. For the 1970-78 
period, the average annual growth rate fdr local construction 
employment was -2.8 percent, so that likp new building permits for 
private housing, a negative trend characterized this series over the 
period examined. \ 

Banking Activity 

Several key banking indicators for the Ann Arbor-Ypsilanti ^ 
SMSA outperformed their statewide counterparts over the 1970-78 
period. Annual growth rates are shown in Tpble A3, In current- 
dollar terms, commercial bank deposits in the metropolitan area 
exhibited higher rotes of growth over the 1970-77 period: 4,4 
percent^ and 9.2 percent for demand and total deposits, respectively, 
in the metropolitan area, compared to 3.7 percent and 7,3 percent in 
the state as a whole. On a deflated basis— current-dolla^ values 
adjusted for price changes— demand deposits declined at a 2,4 
percent annual rate in the Ann Arbor-Ypsilanti SMSA and at a 3,0 
percent rate in the state. This metropolitan area also outperformed 
the state in terms of the growth of loans at commercial banks. Over 

[\ Tho national Index of Now IJuildlng Pormitfl ia publishod monthly by tho U.S. 
Dfijfinrtmont of Commorco, BUroau of Kconoiifiic Analyaiff. It Ib a flOaflonally adjusted 
Indox (1967= 100) do that it la not Htrlctly fomparablo to tho moving average of state * 
—data or of the local data shown in Chart AC). - 
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the'1970 77 period, the current-dollar volume of loans expanded at a 
10.2 percent annual rate in the metropolitan area, more than -2 
percentage points above the state rate of 7.B pe|||:ent. And Among 
the 11 metropohtan areas in Michigan, this area ranked third in the 
growth of commercial bank loans, exceeded only by the 10.3 percent 
annual growth rate in the Muskegon SMSA and the 11.6 percent 
growth rate in the Saginaw SMSA. Table A3 also shows that 
growth was relatively strong in two key loan categories in the Ann 
-/Krbdr Ypsilanti SMSA, commerical and industrial loans ,and 
bonsiimer installment loans. The former grew at an annual^ i-at^ 
higher than that of total loans. 

As would be expected, deposits at commercial bahks displayed 
significant cyclical movements which conformed to national 
business cycle patterns but with a lead. Chart A7 shows indexes of 
deflated demand and total deposits in the Ann Arbor-Ypsilanti 
SMSA; that is, the price-adjusted value of quarterly current-dollar 
totals expressed as a percent of the 1972 average, 

TABLE A3 ' 

Average Annual Growth Rates of Selected' 

Commercial Banking Indicators ^ 
Ann ArborYpsilanti SMSA and Michigan" 



(percent) 



Indicator 


Ann Arbor- 
Ypsilanti SMSA 


Michigan 


Dednand depdsits (current dollars) 


4.4 


3.7 


Deflated demand deposits' 


-2.4 


-3.0 


Total deposits (current dollars) . , 
Deflaled total deposits'' . ^ 




7.3 


2.2 


0.4 


Total loans (current dollars) 


10.2 


7.6 


Commercial and industrial loans 






. (current dollars) 


13.3 


7.3 


Consiiitier installment loans (current dollars) 


9.9 

1 ^ . — _ _ 


9.1 



fl 

Kxcept whort) Indicatod othorwiae. oHt^natod groWth rules are bas^xl on log- 
linoar tronda for the 1970-78 pGrio<i. 

'Current doUnr valuOH adjustod for chanK«A in the U.S. Conflumor FVico Index. 



Both indexes began their cyclical dowi^swiihfes before the start of 
the 1973-76 recession. Thus, peaks in both dep(^it indexes preceded 
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CHART A 7 ' 
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. those of total wag^ and salary and manufacturing employment in 
the area. However, while the trough in the Index of Deflated Total 
Deposits occurred one quarter ahead of national aggregate business 
aqtivtty. the Index of Deflated Demand Deposits lagged 
considerably. This lag in demand deposits was also evident in the 
other metropolitan areas and in the state as a whole. Moreover, the 
real value of the national money stock, Ml, which is composed of 
cash and demand deposits at^commercial banks, also lagged at the 
1975 trough, and its expansion so far has been quite weak. Thus, the 
behavior of the local Index of Deflated Demand Deposits during the 
recent expansion is not particularly unusual. The relatively slow 
growth of demand deposits compared to the rate of* inflation 
constraineij the expansions of the national money supply series. Ml, 
and the deflated values of demand deposits at the state and loc^l 
level. Additionally, technological changes in banking— electronic 
transfer of funds, for example— may result in less vigorous 
increases ia, demand deposits compared to total deposits which 
include savings accounts. 

The magnitudes of contractiqfns and expansions in the two local 
deposit indexes are substantially different. The Index of Deflated 
Demand Deposits fell 21.6 percent from peak to trough over the 
1973 76 period. The Index of Deflated Total Deposits, on the other 
hand, declined 8.4 percent over a shorter period. It should be noted, 
that, for both indexes, the cyclical contraction In the Ann Arbor- ^ 
Ypailanti SMSA was less than that of the stat6 (31.1 percent and 
11.2 percent, respectively) and, exfcept for the Saginaw SMSA, the 
mildest among Michigan metropolitan areas. Since hitting a cyclical 
low in the third quarter of 1976* the Inj;lex of DeOat§d Demand 
Deposits has risen 14.8 percent but, as Chart A7 reveals, it is still 
far below pfe-recession levels. In contrast, the Index of DeflatW 
Total Deposits rose 19 percent from its cyclical low in the fourth 
quarter of 197.4, and its most recent levels are considerably above 
the pre^recession peak. 

Total loans, commercial and industrial loans, and consumer 
installment loans are shown in Qhart A8. The current-dollar value of 
loans in the Ann Arbor-Ypsilanti SMSA was quite cyclically stable, 
with no absolute decline evident during the 1973-75 KOC^ssion. A 
slowdown in the growth rate occurred, but it was shortlived^ As , 
Chart A8 shows, total loans in the area have increased considerably 
since 1975. Commercial and industrial loa^s generally grew 
throughout the 1970-78 period, exhibiting no cyclical sensitivity. 
Consumer installment loans displayed some cyclical behavior, but 
•^^^^ this was brief and mild. Therefore, loan activity at commercial ^ 
^ banks in the Ann Arbor-Ypsilanti SMSA was characterized by 

relatively steady growth in current-dollar volume despite the severe/ \ 
recession that affected the nation in the 1973-75 oeriod* ^ \ 
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Thfe Battle Creek SMSA isr Michigc^ji's most recently designated^ 
metropolitan area.c^That designation occurred in 1971 when Calhoun 
County was defined' as a Standard Metropolitan Statistical Area, 
with Battle Creek as the central city. Barry "County was ad^^d in 
1973 so that presently the Battle Creek SMSA encompasses a twO- 
county area. One of Michigan's smaller metropolitan areas, it ranks 
eighth in population among the 11 metropolitan areas. In 19'Vo, its 
population WtRrT'BQJ[^^^ 2 percent of the state total. The area's 
population rose 1,0 percent between 1970 and 1977. second lowest 
among Miclhigan metropolij^an areas, and was bdlow the statewide 
population rise of 2.8 perceiit over the seven-year period. 



The Rattle Creek SMSA had. a total personal ijrxcomsv^evel of 
$1,184 million in 1976 and a per capita income level of $6,491./The 
latter ranker} sixth amod||||Miichi^an SMSAs and was beloi^' the 
statewide level qf $6,767 and the all-U.S. SMSAs' average of $6,824. ' 
Over the 1969^-76 period, to^l personal income in theJBattliB Creek 
SMSA rose at an a v^rage^ annual rate of 8.8 percent, sixth among 
the U Michigan SMSAs, And below the nationwide rate of 9.3 
percent.and the all-U.S. SMSA rate pf 9.0 percent. Since :^969, tihe 
Battle Creek SMSA has been characterised by slow population 
growth and modest growth in perdorfal income. 

The Battle Creek SMSA is^more industrialized tHan the state as a 
whole (see Table BCl). In 1972, 40:fi^ercent of its total wage and 
salary employment wa^ accounted fonby manufacturing firms^ By 
1977, however, the manufac(;]uring share had fallen to 36.0 percent^ 
as DOnmanufacturing and government employment increased in 
relative size. A major difference between this area's industrial 
structure and that of the state is th^t tvfCinufacturing employment is 
more dvdnl}^ divided between durable and nondurable goods 
in^u$tries in the local area. The latter accounted for 15.9 percent 
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and 15.6 percent of total wage and salary employment in the area in 
1972 and 1977, respectively. Statewide, the nondurable goods 
industries' share of total wage and salary employment was 7.0 
percent in 1972 and 6.5 perc9nt. in 1977. less than oqe half the 
proportion in the Battle Creek SMSA. 



TABLE B 



Percentage Distribution of Total Wage and Salary Employment i 
Battle Creek SMSA and Michigan. 1972 and 1077 r 



Itein 


Battle Creek SMSA 


Wrehigan 












1972 


1977 


1972 


1977 


'I'otal Wage and Salary . 


" 100.0% 


ioO.O% 


,100.0% 


100.0% 


Tw^anufacturing . 


40.8 . 


36.0 


35.1 ■ 


32.4 


Durables' 


24.9 


20.6 . 


28.1 


26.9 


Nondurables > , 


15.9 


15.5^ 


7.0 


.6.5 


Noumanufacturjng . ... 


41.7 


44.7 


48.0 


'49.6 


Oovek'ninent ' . . 


17.5 


• 19.3 


16.0 

L-ti 


18.0 


.VoiircorM^Njiigan J^mploynient 


Security Conim^sflion.^ 







.1 

The food and kindred products industry accounts for the largest , 
share of manufacturing workers in the area. In 1977, forexampte, 
32.2 percent of local manufacturing workers were employed in that 
industry. The area's second largest industry in terms of 
enxployment is nonelectrical machinery, which accounted for 31.8 
percent of local manufacturing workers in 1977. The Battle Creek 
SMSA has only a small proportion of manufacturing workers 
engaged in the production of transportation equipment, In 1977, for- 
example, that industry accounted for only 0.9 percent of the area's 
manufacturing wdrkei-s, the smallesi' share among the jl 1 SMSA;3 in 
Michigan and considerably below Che high of 63.8 percent in the 
Lanpng-East Ijansing SMSA. Taken by itself, the industrial 
strq^icti/lre of the Battle (Jreek SMSA suggest^s that the area Is 
probably less cyclically sensitive tha;^ the state as a whole, at least 
in terrns of employment. Th%*%)ll6wing sections show that this is . 
indeexl the case for local employment indicators, but local 
construction „and-banking activity hav« exhil;|ited a fairly high ' 
degree of sensitivity to cyclical downturns in the national economy. 




5.5- 
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Business Condi tiohs ift the Battle Creek $MSA ' ^ 

Labor Market Conditions 

Chart BCl shows four r^ajor employment categories, by quarter, 
over the 1970-78 period. Manufacturijiii^tmifUoyment Wab the most 
cycIica'JIy sensitive, falling 15.7 percent from its pe^k In the first 
quarter of 1973 to its low in the second' quarter of 197^ While the 
contraction in the area's manufacturing employmfent was milder 
than the 18.7 pert^ent (Recline recorded statewide, it was of 
somewhat longer duration, lasting nine (juarter^ compared to five 
quarters for Michigan as ii whble^esides, the length of the cyclicaF 
decline in the area's manufacturing^mployment was exceeded only 
by the twelve-quarter contraction irv the adjacent Jackson SMSA.' 

c 

The recovery in ftianufacturing employment in the Rattle Creek 
SMSA was quite Weak, however. After hitting (t'cyclical low in the 
second quarter o^ldlb, mtmufacturing'employment had risen just 
> under 5 percent by the end of 1978. Chart BCl shows that this level 
was considerably below the pre*recession peak. 

The *irea's nonmanufacturing employment also, fell during the 
recession, but only a mild 2.2 percent. During the currentexpansion 
it increased IB.B percent, and as of the fourth quarter of 1978 local 
nonmanufacturing employment stood alnipst i3 percent abov^ its 
previous peak. ' * , 

Chart BCl shows that governrtient employment e^iperienced a 
brief decline during the 1973-76 recession. Despite the brevity, 
however, the re|[ative decline it^^ublic sector employment was the 
largest among the state s metropolitan areati. In fact, eight of the 
eleven SMS As experiencedjyftle or no absolute^ loss of government 
endployment during the last recejJsioh. Many actually registered 
increa8(>s. - 

Therefote, the 6.3 percent d<:icline in this area's total wage and 
salary employment during the last recession was due tp ji)b losses in 
each of the thrfee major categories shown in Chart BCl. That 
contraction Wtts the sixth most severe among the 11 SMSAs, 
despite the relatively modest decline in manufacturing employment. 
The expansion in the area's total wage and salary vomployment— 
10.6 percent since the recession— r^SsuIted largely Trom increases in 
the nonmanufactyring and government sectors. Aji^-alre^dy noted, 
manufacturing employm<uit in the area has increarod only afligh^^ly 
in the last three years. ' '„ • 
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Table BC2 gives the annual growth rates for selected labor 
market indicators in the Battle Creek SMSA, Each of the three 
major employment categories— manufacturings nonmanufacturing, 
and government— grew more slowly in the Battle^' Creek SMSA, 
compared to Michigan as a whole over the 1970-78 period. And the 
ilrea's manufacturing employment exhibited negative growth. 
Except for the pnnual decline of L5 percent in the Jackson SMSA, 
the secular downtrend of manufacturing employment in the Battle 
jpreek SMSA represents the poorest performance among the state's 
metropolitan areas over this nine-year period. Combined with the 
relatively slow growth of the , area's nonmanufacturing and 
govermnent sectors, this downtrend in manufacturing employment 
resulted in a growth rate for total wage and salary employment of 
only 0.9 percent, the slowest growth among Michigan metropolitan 
ureas. 

TABLE BC2 

Annual Growth Rates of Selected Labor Market Indicators 

Battle Creek SMSA and Michigan" 

■ ^ . . f 

(percent) 



Indicator 


Battle Creek 
SMSA 


Michigan 


TojUil wage and salary employment 


b.9 


1.8 


Manuflicturing omploymont 


-1.4 


0.2 


Nonmanufacturing employjnent 


2.2 


2.6 


Govornmont employment 


2.7 


3.0 


CiviUan labor force 


0.9 


2.0 


Unomploymentrate 


4.0 


2.8 


Average weekly initial claims for Ul'' 


10,0\. 


7.3 


Average workweek* production 






workers, mfg. . . 

- - — - A - 


0.2 


OA- 



Kxctipt wh«ro liullcatt>(f*lJ(^ift|^wiHe. OHtiinatod growth ratOH aro baood on log- 
Unonr troiida for tho Ifi70^7^^ jMirlrtd. ( 



Coinput4)d for the tO(JB-78 p)\rlod. 
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The area's ||employment rate is shown in Chart BC2. The 
cyclical patterrfof the local jobless rate is very similar to the state 
as a whole, In^^he Battle Creek SMSA. the jobless rate rose 146,2 
percent from ^jcyclical iDw in the spring of 1973 to a high in the 
second quartef of 1976. That cyclical upswing was about emjal to 
the state wid^ rise of 148.2 percent, and was the second lowest 
among the Xl metropolitan areas. Interestingly, the petro^t SMSA 
exhibited tiKe smallest amplitude in the unemployment rate during 
the last recession. At the bottom of the last recession, the jobless 
rate in the Battle Creek SMSA was 12.8 percent, compared to 13,4 
percent for Michigan as a whole. 

As Chart BC2 shows, both the local and state jobless rates have 
fallen substantially during the recent business expansion. However, 
at the end of 1978 both were still above pre-recession lows. Overall, 
the jobless rate in the Battle Creek SMSA is less cyclically sensitive 
than in the state as a whole, but not considerably so. 

Over the entire 1970-78 period, however, the jobless rate in the ^ v 
Buttle Creek SMSA did drift upward at a more rapid rate t^an the 
state. 4 percent compai^d to 2,8 percent (see Table BC2). Thi3 local 
uptrend was exceeded only by the 4,3 percent growth ratejn the 
Jackson SMSA, Table BC2 shovys that labor-force growth in the 
Battle Creek SMSA was not rapid, falling below the state rate. In 
addition, the 0.9 percent growth rate in the area's labor force over 
the nine-year period represents the slowest growth among the 11 
metropolitan areas, 

Average weekly initial claims for unemployment insurance, 
shown in Chart BC3v moved up somewhat more during the 1973-76 
' recession and fell somewhat less on average during expansions in 
the Battle Creek SMSA. compared to the state tiis a whole. Over the 
nine-year period, initial claims also grew at an annual rate of 10,0' ^ 
percent in the local area, second highest among Michigan ( 
metropolitan areas and substantially ^llbove the state rate of 7.3 
percent. As Chart BC3 shows, average weekly initial' claims fof 
unemployment insurance in the Battle Creek SMSA in 1978 [\ 
remained well above the previous cyclical low in 1973, 

ThI average workweek of manufacturi|ig production workers is 
relatively stal^le in the Battle Creek SMSA, Chart BC4 shows that 
cyclical swings in this local series conformed closely to notional 
business cycle patterns, declining during recessions and increasing 
• during business expansions, but with a slight leading tendency. . 
Over the 1970-78 period,, the average workweek in the area varied 
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^ " - ' CHART BC 3 
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DATTLE CREEK SMSA ' 



P T 
' - SM&A claimi lhumlr«di) 



(S4Mon«tlv nlluited) 



1970 



1973 





. • . > F 










/ 

/ . 










n 

\ 


1 














. 1.. l.^il.. 










1973 


1074 


r97B 


* 1978 


1977 



fUtIo 



Sourvn. Th« W K Upjohn Institute, buf d on data from the Michigan KmploymoiU sSirurity C-ommlMlon and the 
tl H IK'partniFnt of l«abor. ^ 

Hhad«d ar«iw Iridlcnte national rpce*sicin perlodi iu doflnfd by the NalUinal Uureau of Economic Hf»earch. Inc. 
I* - poali ami T * troimh 



CHART BC4 

AVtRAOE WEEKLY HOURS OF PRODUCTION WORKERS IN MANUFACTURING INDUSTRIES 

BATTLE^WEEK SMSA 
(Saaionally adjuiiad) * 



K4l* 



na«o 



1970 



1974 



1 9^8 



197/ 



40 



Hoitrcv Mlf4il|i«rt Kmploynwnt Security CommlMlon. . ^ ^ 

HoU .S«M(H)al adiustm^nl by the W.K. Upjohn IhitltlJtP. ' ^ ? i 

Shadc'd are».l Indicate national r»wi<<lyn period* as defined by thv National Uureau of l'>:«nomlc llMearch, Inc. 
P - pfak and T - trough. . ^ • < 



ERIC 



Go 



68 Battle Creek SMSA 



between a low of ^.\hours recot^ded in the last quarter of 1970 and 
a high of 43.4 hoursTwgistered in the third quarter of 1973. That is a 
relatively narrow range compared to the wide swings in av6rage 
weekly hours in the Flint, Lansing-East Ldnsing, and Saginaw 
SMSAs. The latter have manufacturing sectors more heavily 
concentrated in durable goods production, primarily related to 
automobiles. In the Battle Creek SMSA, production of nondurable 
goods-~^eals, for example— accounts for a larger share of total 
manufacTOring than in most of the state's other SMSAs, 
particularly those dominated by automobile and related production. 

^ / 

The industrial structure of the Battle Creek SMSA, which is more 
heavily dependent on nondurable goods production than other 
Michigan metropolitan ^reas except the Kalartitazoo-Portage 
SMS^, appears to account for the area s relative Cyclical stability* ' 
especially in terms of employment and hburs worked in 
manufacturing. But this type of industrial concentration has also 
generated slow growth in the area (negative growth for 
manufacturiijrf employment) and has not improved the area's 
unemployment situation, as indicated by the ^behavior of the local 
jobless rate and irttdal claims for unemployment insurance. If 
anything, the local industrial structure appears to have exacerbated 
the unemployment situation over the period examined. 

Construction 

Two measures of construction activity, new building permits for 
private housing and construction e^nployment, are shown in Charts 
BCB and BC6, respectively. 'J^e former shows two series of building 
permit data for the Battle Creek. SMjSA-a quarterly unadjusted \ 
series (dashed line) and a moving average of the unadjusted series 
(solid line)— both given in indfex form with 1967 = 100. 

The unadjusted Index of New Building P#ftits di^play^d a \^gh 
degree of erratic behavior over the 1966-77 period, largely masking 
any cyclical movements. The smoother index based on the njovin^ 
average reduces the erratic behavior and. reveals cyclical e/wings 
thatflo generally conform to national business cycles. Note that the 
moving average index declined during both recessions ahd rose, for 
the most part, during expansions. Not surprisingly. Chart BG5 
shows that the cyclical downswing in new building permits in'^the 
area was less severe during the 1969*70 periptj/thdn during the 
1973-76 recession. Measured from peak to trough, the index fell 63.4 
percent during the former period and 84.6 percent during the latter. 
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These local contractions exceeded the statewide declines^f 21.6 per- 
cent and 66.2 percent for the 1969-70 and 1973-76 recessions, 
respectively. Chart BC5 shows that, despite the steady rise during 
the current expansion, the Index of New Building Permits in the 
Battle Creek SMSA was still below its pre-recessipn peak. 
Preliminary data for 1978 ^how index levels below that of the first 
quarter of 1977. the highest level achieved to date during the expan- 
sion period. ^ 

Total constfuction employment in the Battle Creek SMSA also 
exhibited a high degree of cyclical sensitivity. Chart BC6 shows 
that the peak in construction employment led the national business 
cycle peak of late i973 by several quarters and lagged at both 
troughs. During the last recession, construction employment fell^ 

33.3 percent from its high in the first quarter of 1976. which exceeds 
the statewide decline of 23.6 percent. Among^ the state's 11 
metropolitan areas, the contraction in the Battle Creek SMSA rank- 
ed fifth in terms of severity. Ch^rt BC6 also reveal& that during the 
current expansion^ the upswing iii local construction employment 
has been weak. As of the last quarter of 1978. employment was just 

21.4 percent above its cyclical low of the second quarter of 1976. 
The relatively lar^e cyclicc^l detline during the mid49708 and the 
weak expansion in the Itfst three years -impart an Overall downward 
trend to constructiorji employment ih the I^attle Creek SMSA. For 
the'1970-78 period annual growth was -2.6 percent. 

Banking Activity - . 

* ^ • . ■% 

.Because of its relatively recent designajtion as a metro|tolitan 
ar^a» commercial banking data for the Baitle- Creek SMSA are 
available starting with the fourth quarter orl9'7r. (Data shown in 
this study start with the second quarter of 1970 for the other 
SMSAs in the state.) This-elimirvi^tes any measurement of behavior 
during the 1969-70 recession. Furthermore, the number of banks 
reporting to the Federal Reserve doubled fromlhree to six between 
the first and second quarters of 1973. A^s a »sult. the loans and 
depofjits series display an abrupt juHip at triat time. However, 
.beginning with the second quarter of 1973 the banking series are 
continuous, allowing measurement of recession behavior in the 
1973-76 period and during the subsequent expansion. 

An Index of Deflated Demand iDepositg— the price-adjusted 
values of current-dollar levels expressed relative to the 1972 
average— is shown in Chart BC7. This local index started declining 
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before the 1973-75 recession began and continued its cyclical 
downswing through the third quarter of 1976, The magnitude of 
that decline was 28.9 percent, second highest ^mong .the 11 
metropolitan areas in ,Mich)gan. The broader Inde"X of Deflated 
Total Deposits, also shown in Chart BC7. fell a more moderate 16.7 
percent from its cyclical high in early 1974 to a low in the first 
quarter of 1976. The lag in both indexes is not unique to the Battle 
Creek SMSA, since each metropolitan area and the state as a whole 
exhibited lags at the 1975 trough. 

ft 

Chart BC7 shows that both indexes were still well below their 
pr^ious peaks as of the sepond quarter of 1978, the latest quarter 
^ for which data were , available. The Iqdex of Deflated Demand 
Deposits rose 19 percent from its cyclical low, and the Index of 
Deflated Total Deposits was up 9.7 percent. 

Annual growth rates for the 1973-77 period are given in Table 
BC3. In current-dollar terms, demland deposits and total deposits at 
commercial banks in the Battle Creek SMSA exhibited growth 
exceeding the statewide rates. On a deflated basis, however, 
negative growth characterized these series at the state and locaK 
levels. 

Commercial bank loans in the Battle Creek SMSA are shown in 
Chairt. BC8, On a current dpllar basis, total loans fell during the 
1973-75 period, as did consumer installment loans an4^ commercial 
and industrial t loans. The current-dollar volume of total loans 
declined 9,8 percent from its cyclical peak in the first quarter of 
1974 to a trough two years later. Among Michigan metropolitan 
areas, that was the most severe contraction. But total loans in the 
area recovered during 1976 and 1977 ^nd in the aecond quarter of 
1978 had risen 41 J percent, standing 27.8 percent above the 1974 
pealf.. For the 1973-77 period, the current-dollar volume of total 
loans grew at an annual rate of 3.4 percent, which is below the 
growth rate for the state ov«r the same period (see Table BC3|. 

During the 1973-76 recession, consumer installment loans fell > 
32*4 percent and commercial and industrial loans declined 26,2 
percent in the Battle Creek. SMSA, both ranking first among the 
state s metropolitan areas. As Chart .BC8 shows, commercial and 
industrial loans rose to a level in the third quarter of 1977 that 
exceeded their previous peak, but have fallen since that time. 
Consumer installment loans, on the other hand, have only recently 
movediibove their 1973 peak, rising 49.7 percent from a cyclical low*^ 
in the second quarter of J976. 
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CHART BC7 
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TABLE BC3 



Annuel Growth Rates of Selected Commercial Banking Indicators 
Battle Creek SMSA and MicUgan" 



(percent) 



Indicator 


Battle Creek 
SMSA ; 


'Michigan 


bemai^d deposits (current dollars) 


2.6 


1.5 


Deflated demand deposits^ . 


^.-4.9 


-5.7 


Total deposits (current dollars) ' 


6.4 


6.3 


Deflated total deposits^ / 


-1,4 


-1.2 


Total loans (current dollars) 


3.4 


4.9 


Commercial and industrial loans 






(current dollars) . . . ? 


4.7 


6.7 


Consumer installment loans^ 






(current dollars) 


-6.6 


6.0 



^Estimated growth rates are basod oh log-linear trends for the 1973-77 period. 
Current-dollar values adjusted for changes in the U.S. Consumer Price Index. 



The overall performance of loans in the Battle Creek SMSA has 
been weak compared to other metropolitan areas in Michigan. 
Consumer installment loans have been a particularly poor performer 
in this area since 1973. ^ 




66 



Bay City SMSA 



The Bay City SMSA is the smallest metropolitan area in 
Michigan. It consists of a singl^ounty— Bay County— with Bay 
City as its urban center. In 1970, this, metropolitan area had a 
population of 117,839, which represented 1.3 percent of the state 
total. By 1977, the population of the Bay City S^ISA had risen 2.5 
percent, but its shaje'of the total state populatioh was unchanged. 
Over this period, gygwth in the area's population ranked seventh 
arpong the 1 1 metropolitan areas in Michigan. 

^ Total personal income in the Bay City SMSA^amounted to $730 
rrtillion in 1976, up 79.8 percent from the 1969 level lg|$406 million. 
Over. that period, the area registered an 8.7 percent annual growth 
rate of personal income, which is only slightly below the 9.0 percent 
growth rate for all U.S. SMSAs. Among Michigan metropolitan 
areas, however, this area's personal income growth ranked only 
, seventh, and its per capita income was second lowest at $6,116 in 
1976. For that year, only the Muskegon SMSA had a lower per 
CapitaJ^come leyel. / 

Table BYl shows that the employment distribution in the^Bay 
City SM^A ifi^, very similar to that of the state, with a slightly 
^maUer share engaged in manufacturing and a slightly larger share 
accounted for by n6nmanufacturin|f industries. Over one-half of all 
wage v&rtd salary workers in the Bay^ City ' SMSA work in 
rionrtianufacturing activities, the highest proportion among the 11 
metropolitan areas in the state. 

Like Michigan as a whole, the bulk pf manufacturing workers in 
the Bay City SMSA are employed by, durable |foods producing 
industries. This metropolitan area is only slightly les^Yconcentrat^d 
in durable goods production than is Michigan, as a whole^.JVithin the_ 
manufacturing sector, ^yvever,'^ 4-elati\^ty large proportionof 
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TABLE BYl • 

" Percentage Distribution of Total Wage and Salary Employment 
Bay City SMSA and Michigan, 1972 and 1977 



0 

Item 


Bay City SMSA 


Michigan 


1972 


1977 




1977 


rotal Wage and Salary . 


100.0% 


100'.0% 


100.0%. 


100.0% 


Manufacturing 


31.5 


30.5 


35.1 


32.4 


Durables 


26.2 


23.8 


28.1 


25.9 


Nondurables 


'C 6.2 


12 


7.0 


6.5 


Nontpanufacturing 


53.8 , 


54.8 


48.0 


49.6 


Government 


14.8 


14.7 


16.9 


18.0 



Source: Michigan Employment Security Commission. 

workers in the Bay City SMSA are employed' by the transportation 
equipment industry. In /1977, abopt 40 percent of the area's 
production workers were employed in that industry, compared to 
34.6 percent for the state as a whole. 

Overall, the Bay City SMSA has an industrial stttlCture that is 
not considerably different from that.^ft|hg state. Over roughly, the 
Ifii^ ten years, however, this sr^Pf metropplitan area was 
characterized by slower population and income growth than the 
staCe as a whole. 

Business Conditions in the Bay City SMSA 

Labor Market Conditions ^ 

The behavior of wage and salary employment in the Bay City 
SMSA is shown in Chart BYl for the lOTO'-TS period. Over those 
nine years manufacturing employment grew at an annual rate of 1.1 
percent^ exceeding the 0.2 percent growth ratd for th6 state as a 
whole (see Table BY2). Nonmanufacturing employment grew at an 
annual rate of 3.6 percent, which is also Above the ^tdtewide rate 
(2.6 percent). Among Michigan metropolitan areas, tHio growth of 
nonmanufacturing employment in the Bay City SMSA i:ank^d third 

V 
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behind the 6.2 percent and 4.6 percent/ates of growth in the Ann . 
Arbor-Ypsilanti SMSA and KalamaiJioo- Portage' SMSA. respec- 
tively. However, governriient employment in this afea grew at a 
relaiftvely slow pace of 2.2 percent, fourth lowest among the state's 
ll metropolitan al^as and below the 3^.0 percent growth rate for the 
state ^ a whole. ^ c 

The relatively strong growth in employment in the area's manu- 
^ factoring and nonmanufacturing industries resulted in a 2.6 percent 
annual growth rate for totaPwage and salary employment. This 
ranked fourth among the 11 mebropolitan areas over the 1970-78 
p^od and. as table BY2 shows, exceeded the growth statewidp 

Chart BYl reveals that, in general, the behavior of total wage and 
salary, manufacturing, and* nonnianufacturing employment 
conforqafld ^o national business cycle patterns, exhibiting upswings 




^ ^ TABH5 BY2 ' 

Annual Growth Rates of Selected Labor Market Indicators 

' Bay City SMSA and Michigan" ' 



(percent) 



1 

• 

Indicatpr / 


Bay City 
ISMSA 

, — . J 


Michigan ^ 

1 ^ — 




• 2.6 


1.8 . 


Manufacturing omploytnont . 


1.-1 


• 0.2 «■ 


Nonmar>ufocturing employment ^. . 


3.5 


2,6 

• 


povomment oYnploymont * 




3.0 


Civilian labor force 


1.9 , 


2.0 


UnomploymontrotG ^ ^ 


. -1.0 


2.8 


Average weekly initial claims fbr U 1^' 


3.1 


7.3 


Average workweek, production workers, mfg. 


1.3 , 


0.2 



'^Except whoro Irt^lcatod othorwiflo. ostiinatocl growth ratos ur« basod on log- 
linoar tronds for the 1970-78 period. 



Cwnputod for th«M»()jJ-78 period. 
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and down9\Yings that began at about the same^ time as those 
aggregate business activity nationwide. From late 1970 through t\ 
fourth quarter of 4973, total wage and salary employment rose Ij 
percent, with manufacturing employment increasing 20,9 perc/oht. 
nonmanufacturing 23,0 percent, and government employment a 
comparatively modest, 9,3 percent. But as Chart BYl shows, the 
latter continued to expand throughout the 1973-76 recession while 
eaclji of the others declined, manufacturing and nonmanufacturing 
ivmployment by ^9,2 percent i^d 2.2 percent, respectively, and total 
wage and salary ^pmployment by 6.0 percent. Six of the otHer 
metropolitan areas in the state ^experienced more- severe contrac- 
tions in total wage and salary employment than the Bay City . 
SMSA, 

(I 

From the trough of the recession in the first quarter of 1975/ to the 
fourth quarter of 1978, the area's total wage and salary employment 
rose 19.5 percept, with manufacturing employment increasing the 
most, 39,3^ percent. Over that period, nonmanufacturing and 
government employment expanded 13.9 percent and 8,2 percent, 
respectively. 

Thus, as is the case for the other metropolitap areas in Michigan^ 
the relative cyclical stability of the nonmanufacturing and 
government sectors offsets, to sogie degree, the cyclical sensitivity 
of local irffcnufacturing industries. As noted above, the Bay City 
SMSA has a manufacturing sector heavily concentral|>d in durable 
goods production. In 1977. the proportion of total wag^and salary 
#<Vkera engaged in such production, was only slightly less in this 
area than statewide— 23,3 percent and 25.9 percent, respectively. 
While the cyclical behavior of empUxyment in the Bay City SMSA 
and the state as a whole was not markedly different .over the 
1970-78 period, the local area did eii;perience a somewhat greater 
growth of employment. • 

The unemployment rates for the Bay City SMSA and Michigan 
are shown by quarter in Chart BY2. Except f6r the i970-72^ears 
when the Imcal unemployment rate was^well above i'he state average, 
thQ two have been quite close in terms of level and direction, Irf'the 
Bay City SMSA, the jobless rate moved uhk6fi h^her level tj^an in^ 
the"^^te during the last recession, reacbiR^ii srasonally adjusted 
14.3 percent in the first quarter of 1975, That V^rfis 150,9 percent 
above the low in the third quarter ofT^^and Very close bo tllto 
148,1 percent rise in the statewid<^ average. Ag?/Chart*By2 reveals^ 
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the behavior of this area's unemployment, rate during the current 
expansion has been very close to th6 state's performance. Howeyer, 
in 1978. the jobless rate in the Bay City SMSA remained below the 
average for..Michigan as a whole. Over the entire nine-year period, 
the jobless^ rate in this area fell at an annual rate of 1.0 percertt 
compared to a 2.8 percent annual increase statewide. The 
downtrend in this area's jobless rate represents the best 
performance among Michigan metropolitan areas from 1970 to 
1978. Except for the Orand Rapids SMSA, which experienced a 
modest downtrend of -0.6, percent, all other metropolitan areas 
experienced an upward drift in the unemployment rate. 

Average weekly uiitial claims for unemployment insurance, 
shown in Chart BY3, also reveal behavior in the local area that is 
similar to the state, both series beginning cyclical upswings before 
peaks in national business activity and cyclical downswings at 
about the same time ft national expansion starts. In relative terms, 
initial claims rose more in the Bay City ^SA. than- in the state 
during the 1969-70 recession (324.8 per^tv); compared to 193.2 
percent), but; during the last recession th6^1ative increases were 
301.7 percent anfl 301.1 percent for the ^ocal area and state, 
respectively. As of the fourth quarter of 1978, average weekly^ initial 
claims in the Bay City SMSA were 65.8 percent below the recession 
high of the first quarter of 1975. Over the same peri«d, initial claims 

( statewide \*ere down 63.7 percent. Thus, like the unemployment 
rate, initial claims in the Bay City SMSA have outperformed the 
state series during the current expansion. Fufthei'more, over the 

■ lSl!^8-78 period, initial claims for unemployment insurance grew at 
an annual rate of 3.1 percent in the Bay City area compared to a 7.3 
percent growth rate for Michigan as a whole, the third lowest 
among the state's 11 metropolitan areas. 

The average workweek of manufacturing workers in the Bay City 
SMSA is shown by quarter for the 1968-78 period in Chart BY4. 
Unlike all other metropolitan areas in Michigan, the average 
workweek in the Bay City SMSA rose throughout most of the 
1973-76 recession. Statewide, average weekly hours of 
manufacturing workers fell 9.7 percent during that period, with 
i substantial declines recorded in thO Lansing-East Lansing and Fhnt 
SMSAs. The rising workweek in the manufacturing sector of ^his 
local area was certainly atypical behavior for a Michigan 
metropolitan area. Over the ytire>eriod; the average workweek in 
the area grew at an annual rUe of 1*3 oercenteompared to irimost rio 
growth statewide and a slight downtrend nationwide. 
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Construction 

Construction activity in thp Bay City SMSA exhibited e high 
degrea/bf cyclical sensitivity, as'measured by the behavior of new 
build^ permits for private housing and total employment in the 
locm construction industry. 

The Index of New Building Peymil^s for private housing is shown . 
in Chart B Y6 for the 1966-77 period; |Beca*ise of fihe volatilit^y ojf thd 
index from quarter to quarter (dash<5fi line), a nij)ving averiige\w?is 
computed (solid lineK The moving (jiverage Reveals the shortVun 
cyclical swirfgs in the index. As is thV case for other metrdjpWliUhV 
ak^as in Michigan, the state as a whol^,; and tihe nation, new l?mldltig 
pprwlts began decUniiig before peaks ih nationalijMainess acfciyityV V 
i and tho downswing during the late 1960s was less severe thftia ^hat)- 
I of the 1978 76 period* b the Bay Cityi^3MSA, tl>e>noving avet^flge 
1 of new building pernjii^is fell 64,4 per*]ht during the former p^riod^ 
1 aid 72.8 percent duri|ni^f the latter, s/th local contractions exceeded 
1 tlje downswings in tbe sta^iGltid^ nation. 

The Expansion in n6\V building ji^rmits began in the second 

quarter of 1976, but-^ell during kte 1976 and early ^l^m. 

Preliminary data for 1978 shdi|hat|the ^moving average of 
^ building permits has contin^e9p folL Despite t^is recent falloff, 
\new building permits irl the\jr^ grew kt ,an annual rate of 3.2 / 

Wcent ovei;^the 1966-19^7 pertod,. second o^ly to the 8.4 percent 

growth rate for the Jackson SMSA.^ 

VEmployment in the local \con8truction industry is shown in Chart 
Bye. In this area, building trade employment exhibited a long 
cyWical downswing that b^gan ih the first quarter of 1971 and 
corttinued through the first quarter of 1976. That decline was 47*1 
piBrcpnt from p^eak to trough, second most severe among the 11 
metropolitan areas in Michigan, and substantially target than the 
statewide drop of 28.6 percent. Chart BY6 shows that construction 
emplWment experience^ ^ sCro^g recovery from 1976 to 197», 
rising\above its previous oeak m 1971. For the nine-y^r period, 
construction employment in the Bay City SMSA grew at an anntial 
rate,t)f 1.8 percent, making this area one of ojily four SMSAs in 
Michigan where positive growth w^s evident ;over tlje 1970-78 
period. Statewide, construction ^mpjoyment'^cliw 0.4 percent per * 
year, so that the Bay City SMS A outperformed the state as well. 

Banking Activity \ • n / 

lndex(;s of two deposit se^^es for .'commercial banks ih the Bay 
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City SMSA are shown in Chjart BY7. These represent the price- 
adjusted*^ value of quarterly data for total deposits and demand 
deposits at the area's commerciafbanks expressed relative to the 
1972 average. As the chart shows, both indexes began falling in late 
1972, four quarters before the beginning of the national recession. 
The cyclical decline in the Index of Deflated Demand Deposits was 
more erratic and of longer duration than the slump in the Index of 
Deflated Total Deposits, From peak to trough, the latter fell 17.8 
percent and thp former 31.9 percent. Both contractions were the 
most severe among the state's 1 1 metropolitan areas. 

As Chart BY7 shows, neither index has risen above pfe-recession 
peaks. The Index of Deflated Total Deposits expanded 16,2 percent 
fron* its cyclical low to a level recorded in the second quarter of 
1978Xrhe expansion in the Index of Deflated Demand Deposits was 
somewhat less, 14.3 percent. 

The large cyclical declines combined wii||ithe moderate expansion 
restricted growth of deposits. Table BY3 shows that, in current 



TABLE BY3 

Annual Rates of Growth of Selected Commercial Banking Indicators 
Bay City SMSA and Michigan? 



(percent) 



Indicator ^ 


Bay City 
SMSA ■ 


rf — 

i ' 

lyiichigan- 


pemand deposits (current dollars) 


3.1 


»> — • 

3.7 


Deflated demand deposits'' 


. -3.6 


-3.0 


Total deposits (icurrent dollars) 


7.0" 


7.3 " 


Deflated total dfeposits ' ' \ . 


0.1 


0.4 


Total loans (curront'dollars) 


• 7.0 


7.6 


Commercial and industrial loans (current dollars) . . 


3.3 


7.3 


Consumer installment'Ioans (current dollars) 


9.7 


9,1 . 



I<]xcopt whoro indicotod. otliorwiflo. oRtiinotod ((rowtli riit,o» nro boRed on log- 
Hn<Jnr trends for the 1970-78 period. 

''Current-dollnr vnluen udjusUid for clinngOH in the U.S. Coiiauiner I'rido'Indox. 
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CHART DY 7 

INDEX OF DEFLATED TOTAL DEPOSITS AND INDEX OF DEFLATED DEMAND DEPOSITS 
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dollars, demand deposits and total deposits in the Bay City SMSA 
grew at an annual rate slightly below the statewide rate. After 
adjusting for price cl^anges. however,, demand deposits exhibited ^ 
* negative growth of 3.5 percent per year while total deposits 
displayed virtually no growth. The secular decline in deflated 
dennand deposits in the Bay City SMSA exceeded the downtrends in 
all other metropolitan areas in the state. 

.The current-dollar value of total loans at commercial banks in the 
Bay City SMSA fell 4.1 percent during the 1973-75 recession/after 
rising about 26.2 percent during the preceding expansion period (see 
Chart BY8). The slump in commercial and industrial loans in the 
area was a major contributor to the falloff in total loans during the 
last recession. Measured from peak to trough, commercial and 
industrial loans fell 21.4 percent. That decline was second only to 
the M.l percent fall in such loans in the Battle Creek SMSA. As 
Chart BY8 shows, consumer installment loans suffered a mifder 
contraction during the recession. However, the 9 percent decline in 
current-dpUar volume was relatively severe among Michigan 
metropolitan ajreae, ranking fourth among the 11 SMSAs. 

Chart BY8 shows that since hitting cyclical lows in 1975, the 
current-dollar volume of loans in the Bay City SMSA has expanded 
sybstantially. By the second quarter of 1978, commercial and 
industrial loans and consumer installment loans were up 117.6 
.percent and 100.8 percent, respectively. Ab a result, the current- 
dollar volume of total loans at commercial banks in the area rose 89 
percent oven a three-year period. 

• \ ■ ■ ' " ' 

1 "For the eni\e 1970 77 period, total loans grew at an annuiil rate of * 

! 7 percent, only slightly beld'w the statewide growth rate of 7.6 
, percent (see Table BY3).^0f the tw6 major loan categories shown in 
'Chart BY8, consumer installment loans exhibited the greater 

^ growth, increasing 9.7 percent per. year compared to the more 
modest 3.3 perteat pace for commercial and industrial loans. 
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The Detroit SMSA, which is coiftposed of aix Counties m 
poutheastern Michigan, is by far the largest urban region in the stated 
with a population estimated at 4,370,200 in 1977.^ In that year, 47-9 
percent of Michigan's residents lived in ,the Detroit SMSA, and the 
area claimed 2 percent of the total U.S. population- The Detroit SMSA 
is one of the major meft-opolitan areas in the nation; in fact, in 1977 it 
ranked fifth in size among all SMSAs in the United States, 

While thi^^SMSA is the largest in Michigan, it is the only such area 
the sCate to experience negative population growth during the 
70s. Between 1970 and 1977 the population is estimated to have 
fallen from 4,435,051 to 4^370,200, or 1.5 percent, That loss, attributed 
to a sizable net outmigration of 292,800 from the area, was due to the 
net lo^s of 371,500 in Wayne County, location of tjfie CiW of Detroit, 
combined with a modest net inmigration of 78,700 ipto the other five 
more suburban counties. This intrametropolitan shift from central city 
to suburbs is a widely reco©iized urban phenomenon in the United 
States and is not unique to the Detroit SMSA. However, in the latter, 
the urban core in Wayne Counfey. contained 60.2 percent of the total 
SMSA' population in 1970, and the 9.5 percent loss in theft 
county-from 2,670,368 in 1970 to 2,417,700— more than offset gains 
in the other five counties-over the seven-year period. 

The relative size of the Detroit SMSA within Michigan is also 
reflected in the area's tota^personal income. In 1976, personal ihcome 
amounted to $32.9 billion, %hich was 53.6 percent of Michigan's $61.5 
total and more than nine times the personal income of the Flint 
SmSA, which ranked second/ Also, the six-county Detroit SMSA 
accounted for 62.5 percent' of the personal income generated in all 
metropolitan counties in the state in that year. However, the ar^a^s 
personal income growth between 1969 and 1976 ranked only ninth 

1. Tho six co(hitio8 Chat make up tho Detroit SMSA ^ti Wayno, Ookland, 
LlvingBton, MacOmb. Lapoor, and St. Clair. 

( 
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among the 11 SMSAii ii>'.jyijph(gan rising 7.8 percent per year in 
current dollars. Despit^* slow indome growth, th6 

Detroit SMSA has th^^t||feiy^^,^ capita income amon^ the state's 
metropolitan areas. In ^ft7^^|^6^ income in the area was $7,498, 

exceeding the nationwide ahll statewidM^els of $6,396 and $6,767, 
respectively.^ ^ 

Th^ Detroit SMSA is a large, mature urban region. As such, the 
area experienced urban adjustment problems refle(;t6d, lo some 
extent, in its intr^metropolitan population shifts, overall' population 
decline, and relatively slow income growth during the 1970s. Those 
phenomena tend to be related to long-run structural adjustments 
which the area has been Undergoing for som^ time.^ 

The industrial structure of the Detroit SMSA is heavily 
concentrated in manufacturing. Table Dl dhow'Sirhat, in 1977, 33.7 
percent of the area's total wage and salary workers were employed 
by manufacturing firms, primarily durable goods producers, 
compared to 32.4 percent for Michigan and almost 24 percent for 
the nation as a whole. The durable goods sector; which accounted 

" > ^ V 

/ . TABLE Dl 

Percentage Distribution of Total 'Ivage Jnd Salary Employment 
Detroit SMSA and Michigan, 1972 and 1977 





Detroit 


SMSA 


Michigan ' 


Item , . 


1972 


1977 


1972 


1977 


Total Wage and Salary 


100.0% 


100.0% 


100.0% 


100JO% 


Manufacturing 


35.6 


33.7 


35.1 


32.4 


Durables 


29.7 


28.2 


28.1 


25.9 


Nondurablos 


5.9 


5.5 


7.0 


6.5 


I^onmanufacturing 


49.9 


61.2 


48.0 • 


49.6 


Cl'overnment 


14.5 


16.0 


16.6 


18.0 



Source: Michigan Employmoiit Security, Coiiunission. 



2. A. brief description of the Detroit SMSA growth jprocess appears in Shapiro, 
H.T.. Mirowaki, P.fc.r and Fulton, G,A.. Descriptive Study of the Major Labor 
Market Areas in Michigan, Michigan Department of Labor, May 1978, pp. 4-35. 
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for tifcout 84 percent of manufaptirring employment in the Detroit 
SMSA, is dominated by automobile producers. In that year, the 
transportation equipment industry accounted for 41.9 percent of 
employment in the local manufacturing sector, compared to 34.7 
percent statewide. Overall, the disStribution of employment 
statewide is quite similar to that of the Detroit SMl^, although the 
latter has a, smaJler government sector and slightly larger 
manufacturing and nonmanufacturing sectors. However, the state's 
employmerit distribution is affected significantly by the Dfetroit 
SMS\ due to its si?;e. In IQTTT the six-county area accounted for 
51.4 percent of the state's manufacturing employment, 51.1 percent 
of nonmanufacturing employment, and 41.S percent of government 
employment. Thus, the Detroit SMSAs absolute and relative.size in. 
terms of population, income, and employment makes it the 
dominant regron ih-lVljchig6^ij, In addition, its industrial structure, ^ 
heavily concentrated m durable go6ds production, particularly 
automobiles, lends a great deal of cyclical instabilUy to the local 
area and inevitably contributes significajitly to the total economic 
performance in Michigan. 

Business Conditions in the Detroit SMSA " 



Labor Market Conditions 



cur 



The area'p total wage and salary employjnent and its thr^e major 
components— nonmanufacturing,' manufacturing, and governmiknt 
^ iploymenfc-are shown; by qilflrter in Chart Dl. As is the cas^n 
'he, -other metropolitan atteasv>/n Michigan, manufacturing 
employment exhibits the mdst^'yclical sensitivity and largely- 
accounted for the downswing in total wage and salary employment 
during the 1973-75 national recession. The cyclical contraction in 
local manufacturing employment coincided with • the national 
business slump» dropping 20.1 percent during that period. While 
that decline exceeded the 18.7 percent drop statewide, it ranked 
only sixth in relative severity among the state's rnetropolitan qreas. 
The Ann Arbor-Ypsilanti SMSA ranked first, with a decline in 
manufacturing employment of 26.0 percent, followed by Flint (25.5 
percent), Jackson (25.5 percent), Lansing-East Lansing (24.5 
percent), and Saginaw (20.6 percent). However, because of the size 
of the Detroit SMSA, job losses in the manufacturing sector 
amounted to approxihiately 125,000, or about 56 percent of .total 
decline in manufacturing employment in Michigan during the 
rtfcession. 
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CHART D 1 

WAQE AND SALARY EMPLOVMCNT, DETROIT SMSA 
(S«aiun«Hv tdjuitadt 



3000 
2000 



1000 



200 



107O 



1071 



TOTAL WAOe AND SALARY 
eMPtOYMENT 



NONMANUHACTUniNO 

manupactVjhini 



GOVERNMENT 



JOOO 




1070 



Sutirvv MIohliyin Kmptoyniont Svi'uriiy (•^)mnUMh>n. . V ^ 

<V#/rA '«4'M(»n«t nHJusHiH.nt by [Uv W K Up^f»hn liulUuti'. 

Shfldoil nrvM Indleatf national roci'Mlon portods lu iWUtnn] by (he Nntlonat Hurvaii of K< om»wlc Uesearch Inr 
r - peak and T - troii((h 



CHAfiT D2 
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Nonmanufacturing employment in the Detroit SMSA fell 3.6 
percent during the recession,, but the downswing "^s brief, 
i)eginning in the Uiird quarter of 1974 and ending in the secon<l 
* quarter of 1975. Cn^jrt Dl shows that government empIoymM^ ros^ 
with little interruption throughout the recessidn arid continued to- 
exp^ndlhrough mid4978. \> ' 

* Tl^e decline in total wage (^nd salary employment in the area was 
8.1 p^CQnt during the recessioif, the third most severe contraction 
'among tne state's .11 met^^-opolit^n' areas and well above the 6.9 
percent decline statew^doy As was the Case in all of the state's 
SMSAs, the relative siability df nonn\anufacturing and government 
employment tempered the severity of-^ the contraction in t|lj^e> 
manufacturing sector in tfie Detroit SMSA. 

FoDowirfg the last recession,. total wage and salary employment 
has expanded 13.5 percent frorfi the low in the first quarter of 1975 
to! the fourth quarjter of 1978. Over tlie same period, th^e area's 
manufacTurlf^ employment increased 18*6 jperceht, but, as Chart 
Dl reveals, that still left employment in thai sector below the pre- 
recession peak. Not so for nohmanufacturing employment, which 
expanded 13*. 2 percent to a level in the fourth quarter of J 978 well 
above its 1974 high. But, ^ is the case in othe^-^ratropolitan areas, 
government employment rose the least a^fter the recession, only (hZ^ 
percent. , \ ' - 

As Table DZ shows, employment growth in the Detroit SMSA 
^tijjjpg Che 1970-78 period lagged behind the' statewide 'growth ^ 
rates. For the manufacturmg sector, thft, slight downtrend^of O.lf 
percent over tl\e nine-year period was tlie fourth . poorest, 
performance am^ng the state's 11 SMSAs, ranking behind the 
-it^gatrvja^'growth in the Jackson 3MSA (-1.5 p|9rcent), .6he Battle 
^?r«ek SMSA (-1.4 percent)', and tWMuskegop SMSA (-1.1 percent). 

' Combined with only m'odest growth of. jobs in the 
honrxi^ufacturing and dji^^rnment sectors, the manufacturing 
employment trend ip this J»a resulted in an annual'growth rdte of 
just 1 .3 pe\-cent for total wa^eand splarxejpaployment in the Detroit 
^ SMSA. Only the Battle Ctteekjind Jac){son SMSAs' experienced 
slower g;^owth Burir^ the periods 0.9 43iec<;ent and l.T percent, 
^respectively. Aldp'g.with tho«^ two areas"; the tfotroit SMSA stands 
out as a relatively slpw grov^)) area in Michigan ijjj^erms of 
employment. .s ^ ' 

Th^ uneniployment situatTpp in t|ie D^oit SMSA is reflected in 
the behavior of two local ihdicators— the unempliOiyment /ate and . 



82 Dotroit SMSA 



/ TABLE D2 

Average Annual Growth RateB 
of Selected Labor Market Indicators 
Detroit SMSA and Michigan'' 

(percent) 



Indicator 




Detroit 
SMSA 


Michigan 


1*3 


' 1.8 


-0.1 


0.2 


2.0 


2.6 


2.0 


3.0 


1.3 


- -2.0 


2.6 


2.8 


6.7 


7.3 


0.4 


0.6 



Total wage arid salary opiploymbnt 

*Manaf tj^iin^mployment c« - >>n . 

Nonm^nufacturingomploymont • 

Ooveminerit employment • , 

CivAian labor^ force ' 

Unemployment rate . . /. . . ^ 

^vera^je weekly initial claims for UI^ 
Average workweek, production workers, mfg.'* 

liiXcopt whoro iiulicatod other wino. ostimutod growth rutus uro ba.sod on log- 
■ 'Ilnour trcniila for tho 1970-78 poclod. • 

^^ComputodYoV tho 1968-78 period. 

'initi«il claims for uhemployment insurance. The area's jobless rate, 
jshown in Chart D2, exhibited behavior quite similar to the state as a 
^ whole* begitmtng to rise before tho national recession and increasing 
^ throughout the slump, then receding at about the time th^ rec^sion 
was ending. This is exactly the same as the behavior of the 
unemployment rata nationwide. But, while the state and local 
jobless rates behaved similarly, tTie statewide average moved higher 
during the recession, reaching a seasonally ^djusted 1-3.4 per<;ent in 
.^the second quarter of 1975, compared to a^cyclical high of 12. B 
J percent for the Detroit SMSA. Since the last recessioij, the area's 
• jobless rate has fallen substantially, hitting a recent sepsonally- 
adjusted low of 6.4 percent in the second quarter of 1978. Despite 
this decline. Chart D2 reveals an upward drift in the area's 
ifnemployment fate* for the entire 1970*78 period. The uptrend was 
estimated at 2.6 percent per yeiir. slightly below that^f the state 
(see Table D2). . N 

Average' weejkly* mitial claims for unemploymenC insurance. 
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'. shown in C|urt D3, exhibit u similar puttorn of loading Ibohuvior at 
^ peaks in dlational businpsa activity and rough coincidence at 
/ • troughs. Off course, because of the size of the Detfoit SMSA, the 
movement 9f initial claims statewide is wlmost a mirror image of the 
behavior in the metropolitan area. During both recessions, however, 
. the relative rise in average weekly initial claims was greater in the 
metropolitan area than in the state as a whole. Claims rose 237.3 
percent and 375. 1 percent in the Detroit SMSA during the 19^9-70 , 
4^ I «nd 1973-75 recessions, respectively^ compared to 1^3.2 pbrcent and ' 

301.1 percent statewide. Despite tlie steeper rise locallyrsix Qth«jlf 
metropolitan areas exhibited greater increases than the Detroit 
« ' ,SMSA during the 1969-70 recession, ahd five other areas had more 
severe upswings during the 19'}^-75 slump. ' » 

Averti'ge weeklyMnitial claims have fallen substantially since the 
last recession, as the local economy, recovered and employment 
"V^ expanded. As of the fourth quarter of 1978, average wefrttly initial 
■ •■: claims in the Detroit SMSA were 57.6 percent below their recession 
^ high. Statewide, initial claims were 53.7 percent below their cyclical 
high of the first quarter of 1975. however, as Chart D3 shows, at 
the end of 1978 initial claims locally and statewide weffe' still well 
above their pre-recession levels. For the entire .'1968-78 period, 
initial claims in the Detroit, SMSA grew at an annual rate of 8.6 
percent, which is above the state growth rate of 7.3 percent for that 
11-year period| Compared 'to the other metropolitan areas in 
Michigan, the growth in initial claims in the Detroit SMSA ranked 
\ sixth, behind the uptrcjnds in the Ann Arbor-Ypsilanti, Ba^le 

Creek; Jackson, Kalamazoo-Fortage, and Muskegon SMSAs. . 

Finally, the average . workweek of productions workers in the 
Detroit SMSA exhibited a hi^hiuiegree' of cyclical sensitivity (see 
Chart D4). The average workweOlii?fiegan to decline before the start of , 
the 1973-75 recession, falling from a seasonally -adjusted high of 45.7 
hours in |,he first quarter of r973 to 40 hours in the second quarter of 
• o ' J *J75, That 12.5 percent drop in hours worked in local manufacturing 
industries ranked behind tile declines in the Lansing-jSast Lansing, 
Flint, and Ann Arbor Ypsij/nti SMSAs. Elach of those three areas is * 
heavily t*.oncentrAe4Hm durable goods production, especially' 
automoMjb&jrfhd rej^teq jfJroducts, so that the relatively large falloff 
in hours w^iSt(}d duHng tho last recession is not unex;pected behavior. 
> As Chart D4 |hows, the average workweek has recovered sUbstanX 

tially since the recession, and lift of the last quarter of 1978 It m&^ \ 
hour below the pre-recesslo^i peak. itk^Ktr^^ 

;>. Tor iy«(».-7() period thoHO lifmis Art> Ann Arbor-Ypiiilanti, Buy City, Klint. 
.IiukHitn, I.HMHing-yn.'it LonainK, artd ^)t»Kjnuw. Uurin^ tflio lOVO-Vf) rucoimlori, t,li« 
incr<»ami in tint Detroit, ^SMSA wuh «M'««di»l by upHwinfA in Ami Arbor-Ypfdlniiti 
llottio VrwU. Flint. Orinid UopidH. nnd 8(iKini>w. ] : ' " 
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AVEMAO^ WECKtY INITIAL QtAIMfi FOR UNEMPLOYMENT INSUnANCE. STATE PROGRAMS 
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AVERAGE WEEKLY HOURS OF PRODUCTION WORKERS IN MANUFACTURING INDUSTRIES 
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Construction " , . ' 

' Construcbion activity in the Detrpit SMSA is reflected in the 
behavibr of new buildinfe permits for private housing bnd 
employment in the local construction industry. These two local 
indicators are shown in Charts D6 and D6, ) 

The' unadju^jted quarterly values for new building l^ermits are 
' ' expressed relative to their 1967 average and displayed as the 
. dashed line in. Chart D5, That index exhibits a good djoal df 
variability from' quarter to quarter, but cyclical movements are 
evident. These are brought out more clearly by the moving 
average-the solid line in Chart 05, For the Detroit SMSA. the | 
behavior of new building permits generally conformed to national ' 
business cycles, but with a lead, especially at peaks. A rather long 
lead occurred before the 1973 peak in national business activity. 
That is. new building permits in the gix cqunty area began falling 
, eight quarters, or two years, before *^the recession started. 
Nationwide, new building permits led by four quarters. The cyclical . . ' 
. decline in the Betcoit SMSA. therefore, began about one year before 
the Contraction in a similar indicator for the nation as a whole. 
Within Michigan, the Detroit and Flint SMSAs exhibited the 
longest lead time for new building permits relative to the national 
recession. 

; However, in the Detroit SMSA the magnitude of the last cyclical 

decline was not latge compared to most other metropolitan areas in 
Michigan. From its peo^ in the last quarter of 1971. the moving 
average shown in Chart D5 fell (87.5 percent to a low in the first 
quarter of 1975. While that decline exceeded the fall statewide of 
B6.2 percent, it was less than the 69J percent drop in the national 
ind^x and ranks as the third mildest among'>>the state's 11 
metropolitan areas, behind the declines in similar indexes for the 
Jackson and Grand Kapids SMSAs. , ' 

Chart D5 shows that the ne^ building permit index generally rose 
during the current expansion period. Pr^feliminary data for 1978 
indicate a slowing in ^he rate of advance of new building permits in 
the are^ and a leveling-6ff of the moving average. The apparent | 
weakening in the upwarcj momentum recently has left the Index of 1 
New Building Permits for the Deti^oit SMSA well below 'its pre- |. 
recession peajc. 

Einploynienf in the construction industry in the Detroit SjjyiSA. 
" shown -in Chart D6. experienced a fairly long decline during the 
mid-1970s. That slump began in early 1973 and ended in the second 
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quarter of 1976, lasting a totaUfl3 quarters. This lol^ig downswing 
was not unufiual. since other Michigan metropolitan areas 
' experienced contractions ranging from a high of 20 quarters in the 
•Bay * City SMI^A to a relatively short seven quarters in the 
jCluskfegon-Nortpn Shores-Muskegon Heights SMSA. Among the 
1 1 Michigan metropolitan areas, five experienced longer declines 
and five somewhat shorter contractions than the Detroit SMSA. 
Statewide, the cyclical decline in- employment in the construction 
industry also lasted 13 quarters. 

Measured from peak to trough, the magnitude of the decline in 
construction employment in the Detroit ^MSA was 24.9 percent, 
only slightly above the 28.6 percent fall statewide. Six other 
metropolitan areas experienced more severe contractions. They are 
Ann Arbor- Ypsilanti, Battle Creek, Bay City. Flint. Jackson, and 
Saginaw. 

As Chart D6 shows, construction employment in the area 

increased considerably since hitting a low in mid-1976. By the 

fourth quarter of 1978, local construction employment was up 62 

percent above the recession low, and 14.1 percent above its pre- 

recession peak. Only two oth^r SMSAs in the state had employment 

levels in 1978 above pre-recessioa peaks by more than the petroit 

SMSA— Flint and Muskegon. For the 1970-78 period as a whole, tne 

Detroit SMSA experienced no growth in construction employment. 

which, by the way, represents a fairly good performance over the 

nine-year period, because six metropolitan areas, in the sta^e 

experienced negative growth. The recovery in the betroit SMl^A 

since mid- 1976 has offset the severe slump in construction 

employment and sizable falloff of construction activity resulting 

from the recession. . » 

• «. 

Banking Activity 

The behavior of key banking indicators Tor the Detroit SMSA was 
not markedly different frorti the^tatJas a whole during the 1970 78 
period. This is not surprising because. the size of the Detroit 
metrof olitlin area, with its large fihantfial sector, suggests that 
activity there is likoly to have a considerable influence on the state's 
pggr^tfate performance. In 1W7, for example, the Detroit SMSA 
accounted for 64 percent of the cqirrept-dollar volume of total 
deposits ahfj 62 percent of total loans at commercial banks in the 
state. Tabid D3 shows that annual growth rates for deposits and 
loans at comtnercial banks ov^r the eight-year period from 1970 to 
1977 were slightly lower in the Detroit SNfSA than in Michigan as a 
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TABLE D3 

Averoge Annual Growth Hates 
of Selected Commercial Bonking Indicators 
/ Detroit SMSA and Michigan"" 

(percent) 



Indicator 



Demand deposits (current dollars) 
Deflated demand deposits^ 



Total deposits (current dollars] 



Deflated total deposits . , 

Total loans (fcurrent dollars) ........... 

Commercial and industrial loans (current dollars) 
Consumer installment loans (current dollars) 




^Except whoro. IrjdlcQtod othorwiao, ostmiatod growth r«to8 are bosod on log- 
Unonr irehda. for iho )970-78 period. * ^ ' . . 

^^Gurront'dolior values adjusted for changes in the Detroit Consumer. Price l^idex 
for tho Detroit SMSA and the U.S. Consurjper Price Index for Michigan. 

whole. For the bankitig indicators jshbwn in Table D3, the largest 
difference between the local ared vdnd state wa^ in/tIife,^owth of 
loaps; on a current-dollar basis loans grew at an annudl«rate of 7.6' 
percent statewide, compared to percent in the Detroit SMSA. 
The latter was the slowest growth rat6 anaong the 10 rftetropolitan 
areas in the state for which comparable drtta were available. 
Moreover^ the growth of total deposits in the. Detroit SMSA was the 
second lowest among thesja ten SMSAs. 'tke Lafising-East Lansing 
.SMSA had the lowest rat^of growth~6.2 percent for the eight-year 
period. Therefore, the Detroit SMSA performed poorly relative to 
mast other metropolitan areas in Michigan in terms of the growth of 
loans and deposits at comm(Jrcial banks. 

An Index of Deflated Demand Deposits and an.Index of Debated 
Tptal Deposits for- the Detroit SMSA e|re shown in' Chart D7. 



4»^tho Battle Creek SMSA ifl oxcludod from the conijparlodnB here b©CtiU8o 
banking data for that aroo did notjcoyor j^he entirD-19'j;p-77 porlcfd! (See the Battle 
tfroek SMSA section.) " / ' 
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Quarterly values for both deposits sA*ies we'fe deflated with the 
Consumer Price Index* for DetrojK seasonally adjuste^j. and 
expressed relative to their* 1972 average. As the chart reveals, the 
Index of Deflatdid Demand Deposits declined more than the Index, 
of Deflated Total Deposits during the last.recession. Jhe former fell 
29.0 jjorcent and the latter a more moderate U.8 percent.. Besides 
the difference in the magnitude of the «ilump, the decline in the 
Index of Deflated Demand Deposits lasted 16 quarters (4 years!) 
compared to 11 quarters for the Iqdex of Deflated Total Deposits. 
JExt^ept fpr the Bay City' and Lansi'ng;East Lansing SMSAs. those 
Ifepresent the longest contraction among metropolitan areas in 
Michigan. As nofted in other sections, the lead at the 1^73 peak in 
nationa^^ business activity ahd^ j.he lag at the^ trough were 
characteristic /o\ almost all local deposit series as well as the 
constant-dollar value .of ^^he national monqy supply, narrowly 
defined as cash otitstandmg-plps demand deposits at commercial 

Chart D7 shows that neither index has moved above \ts pre- 
recession peak, during the fjurrentV^jjpansion.' The Index of ^^eflftted 
Totat' Deposits hit p recent high of 99.1 in the fourth quarter of 
' 1977, 2.^pert:6nt below its previous p(jak. By comparison, the Index 
■ of I^eflated De|nand Deposits in the last quarter enf ^977 was 17.1 
percelit* below its pre-recessioh peak. In rtpne of the l I'SMSAs in the 
stifte has the Index of Deflated Demand Deposits moved above pre- 
re(fegsion levels, so the- behavior in the Detroit "I^MSA is not 
'unuaftal.^' HoWever^ in four areas. Ann ^ A«^(ir Ypsilariti^ Flint, 
Grand I^apids. and Saginaw, the 1978 level of the Index of Deflated 
Total Deposits exceeds tife pfe-refcession peak. Thus.* while the 
Detroit behavior is not unique in this respect, it is certainly not 
amcmg the strpager performances across the state. 

Tb^ current-dollar volunie of loans at commercia^banks in the 
Detroit SMS A is shown, by quarter in Chart D8. jalohg with 
comhierical and industrial loans and coridunier installment lo^s. 
The l^t£er two grew at annual rates of 5,7 percent and 8.7 percent, 
respectively, over the 1 9.70 T'/ pei'iod. Commercial bank loans did 
suffer getbackd during the last recession but. as Chart D8 shows, 
the confcractJons .in the area's loan volume l^egan after the national 
recession was underway. This lagging , tendency (vas evident at the 
trough al^o. wtth a recovery iti the ftrea's ^talJoan volume not 
beginnjlng Mhtil lato 1976. ^ \ 

] . * . 

5. Slugui^ti j^rowih of domnrul doposiin is duo to soino (extent to chdngOB in 
fihaiicial m^ys iind prricticofl, «s Viotod in Pnrt I. / 
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Measured from peak tq trough, the cqrrent-dollaV volume of loans 
fell 7 percent during the 1974-76 period, the secoj^d largest drop 
recorded among the state's metropolitfin area?. I'lie Battf^ Creek - 
SMSA ranked first, with a decline of 9.8 percent^Tbe d^lines in 
commercial and industrial loani? and cormunfier installment loans 
were 7,3 percent and 9.8 percentN:e4p«>©mely. 

As 'Chart D8 shows, loans increase^! -considerably in the area in 
the last two and one-half years, and have moved well above their 
1974 peak levels. In the second quarter of 1978 total loaned were 2Q.2 
percent above the cyclical peak in the second quarter of 1974. 
Commercial and industrial loans were 22.5 percent above their 
previous peak, and consumer installment loans 39.6 p^cent higher. 

In sum. the Detroit SMSA experienced one of the larger^declines j 
in the current-dollar volume, of loans at comgiercial ban'ks during 
the 1973-75 recession. But, while the ^K»ansioh has moved total 
loans above ifee previ6us peak, the area sttfi ranks t^e lowest among 
the Michigan metropolitan areas in terms of growth ^luring the 
1970-77 period. ' 
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The Flint SMSA is made up of Shiawassee and Genesee counties 
and is the thiVd largest metropolitan area in Michigan. In 1977, 
,614,400 people lived in the two-county area, up 1.1 percent from its 
1970 leveL In that same year, the Flint SMSA accounted for 5.6 
- percent of xhe total population in Michigan. The Flmt SMSA is 
borderedf by the Detroit SMSA to the southeast«?^he Saginaw 
SMSA to the north, and the Lansing-East Lansing SMSA to the 
west. It is, therefore, located in the heart of the automobile- 
producing region of the nation and is the center for the pro^duction 
of General Motors' fears. That one corporation employs about three- 
fourths of the mar^factUring workers in the area. 

■' ■ ^ , 

The Flint SMSA ranks second among the state's 11 SMSAs in* 
terms of total personal inct>me, 'which vyas estimated at $3,627 
million in 1976. tn that year 'its per capita income was $7,046, 
ranking just behind Detroit ($7,496) and Ann , Arbor-Ypsilanti » 
($7,2^15). Over the 1969-76 period, the area's personal income gr^ew 
at an annual rate of 9.3 percent^ which exceeds the 9.0 percent 
average growth rate for all U.S. SMSAs. Also, the personal income 
grow^ in the Flint SMSA w^s the fourth highesf amon|j the 11 
Michigan SMSAs during that peripd. It should be noted, however, 
that because of its heavy^ dependence on automobile production^ 
more than in any oth^r Michigan metropolitan area, personal 
income in the Flint SMSA varies considerably over the business 
cycle. For example, in 1974, with the auto industry in the midst of a 
slump, personal income in the Flint SMSA rose onl^ 1^7 percent 
from its 1973 level, the smallest income gain among the state's 11 
metropolitan areas. But as automobile production boomed in 1976, 
personal income in the Flint SMSA icose 18,9 percent firom its 1976 
^ level, thp "largest annual increase among Michigan' SMSAs. ^ 1 
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The employment distribution in the Flint SMSA is heavily 
skewed toward manufacturing, automobiles in particular. Table Fl 
shows that in 1977.^43.6 percenfe^f the area's total wage and salary 
employjnent was engaged in^rftanufacturing, compared, to 32.4' 
percent statewide. Both, of course, - exceeded tM nationwic^p 
proportion of*23.8 percent. Moreover, nearly all manufacturing 
^ployment in the Flint SMSA is accounted for by durably goods 
industries, dominated by automobile and "related production at 
General Motors. In 1977, 72.8 percent of the manufacturing 
workers in the area were^mployed by the transportation equipment 
iridu|J;#^. Only the Lansing-East Lansing SMSA, with 63.8 percent 
of Its manufacturing employment accounted for by the 
transportation equipment industry, approached anything like tl^ 
Flint SMSAj:oncentration of employment in a single industry. 



The heavy concentration iji automobile production in the Flint 
SMSA ac<;ount9 for the area's relatively high perso|ial income level 
because of the high wages aryd long workweek in the automobile 
industry.' However, thatTTJdustrial structure also imparts <x high 
degree o^ cyclical volatility to the local economy, giving the Flint 
SMSA d reputation as a boom or bust area. The following sections 
reveal the cyclicaj sensitivity of economic activities in the area over 
roaghly |he last ten years. ' ' 
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TABLE Fl 



Percc^ntage Distribution of Total. Wage tind Salary Enoploynient 
Flint SMSA and Michigan. 1972 and 1977 



Item 



FUnt SMSA 



1972 



1977 



Michigan 

1 

. 1972. 



1977 



Totnl Wage and Salary 

Manufacturing 

''^^ Durables 
Nondurables 

Nontnanufacturing . 



Government 



100.0% 
46.0 
42.4 

41.2" 
j.13.8 



100.0% 

43.(8 

41.4 
2.2 

41.9 

h- 14.6 



100.0% 

35.1* 

28.1 
7.0' 

4d.O • 

16.9 



100.0% 

32.4 

' 26.9 
6.5 

49.6 

18.0 



Source: Michignn Employment Security Cominisoion. 
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Conditions in the Flint SMSA 



Labor Market Conditions 

Several indicators of etnployment and unemployment in the Flint- 
SMQA reveal the high degree ^t\cyclical senaitivity which 
characterizes this area's economy, OverJPbughly the last ten years 
, the short-run behavior of local labor market indicators was 
SAibstantially more volatile than those^f the state as a whole. In 
fact, the Flint SMSA was the most cycfically sensitive of the state s 
11 metropolitan areas; not an unexpected characteristic given the 
heavy concentration in automobile production' within the area, 

Chqrt Fl shows \\^ge and Salary employment in the Flint SMSA 
for the 1970-78 period. The .cyclical ph^^es of local fbtal wage and T 
salary and manufacturing employment con fornied closely to 
national business cycle patterns, moving upT^ring expansions and 
falling^ during recessions.> In addition, ^diTt of peaksband 

tr^^ighs in. the other two local employment series coincided with 
peaks and troughs in national business cycles over the period* 
examined. - ^ * 

Not surprisingly, t"he behaA^ior of total wage and salary 
* etnployinerift in the Flint SMSA is largely . determined by 
movements in local manufacturing employment. Note, for example, 
that tfie total wage/ffrid salary employment series showni^Khart 
;^F1 is^eorly a mirror image of the mpnufacturing-^Jffiployment 
series. However, the latter is far more cyclica% Sensitive than the 
former. During the 1973-76 recession, for example, employment in 
local manufacturing, industries fell 25.6 percent, the second, most 
severe decline among the state's* 1 1 metropolitan areas and ranking 
just behind the 26 percent decline in the Anir Arbor- YpsHanti 
SMSA. On the otheV hand, nonmanufacturing^ employment fell only 
6.6 percent during Che recession, and government employment 
experienced a brief setback of 8.8 percent. Consequently, total wa^e 
and salary employment in the Flint SMSA declined by 13.4 percent, 
which is much less than thiit o*f manufactil^ing employment but still 
the mopt severe downswing, among the state's/ 11 metropolitan 
are&s. tKe slump in the Flint SMSA exceeded by p wide margin the 
percent declme in the KalamazOo-Portage SMSA. which 
recorded the mildest decline among the metropolitan areas in 
Michigan. Statewide, totajl wage a^d sala^ry employment fell 6.9 
percent during the 1973^76 period, just over one-half the magnitude 
of the downswing in the FUtiit SMSA. 
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As Chart 1m shows, however, the employjihent expansior^)9 in the 
area follg/lving the national recessions have been fairly strpjllg, with ' 
the major components of wajge and sdary employment moving 
above pr^-recession peaks/ During the recent expansion, 
manufacturing employment in Uie Flint SMSA rose 4a.f) percent 
from Its cyclical low in the first quarter of 1975 to th«i fOurtii\quarter 
of 1978. That' local expansion ranks just behind the 46,1/percent 
increase registered in the Ann Arbor-Yp«ilanti SMSA. Over that 
time period] total wage and salary employment in the area increased 
27.9 percent, the largest relative increase among the states 11 
metropolitan areas. , 

Despite the large cyclical swing<l that characterize employment in 
the Flint SMSA, the area's growth performance was relatively 
good. Table F2 shows that this metropolitan area outperformed the 
state in terms of growth of toUil wage and salary, manufacturing, 
and government employment over the .1970-78 period. The 
difference between the local^area and the^tatp was substantial for 
manufacturing^ employment, with the state moving upward, at a 
slow 0.2 per(;ent annual raie compared to 1.2 percent in the Flint 
SMSA. The latter ranks behind the 2.1 percent annual Increase in 
the Ann Arbor-Ypsilanti SMSA, and the 1 .8 poKf:ent annual increase 
in the (Jrand Rapids and Saginaw SMSAs. On the other hand, 
nonmanufacturing employment in The Flint SMSA grew at an' 
annual rate of 2.4 percent, third lowest among the 1 1 metropolitan 
areas. Only the Battle Creek and Detroit SMSAs, with annual 
growth rates of 2.2 percent and 2.0 percei^t, respectively, exhibited 
slower growth of nonmanufacturing employment over the nine year 
period. 

» 

Two indicators of the unemployment situation, the unemploy- 
ment rate and average weekly initial claims for unemployment 
insui|'ante» also reveal differences in (frowth and ' cyclical 
performance between the state apd the Flint SMSA. Tabje F2 
shows that the jobless rate in the Flint SMSA dri|t^d upward^^iit an 
annual rute of 2.4 pfercent d%iring the 1970 78 period, slightly below 
the 2.8 percent annual increase for the state as a whole. Both are 
^el()W^i|tlk|ie (l^trend of 4.3 percent per year that has characterized the 



nationali j(/m(is?^|jRto striking, however, is the difference in the 

growth rates ol^^^lial claims for unemployment insprance. In the 
F^'lint SMSA su(i1i claimj^ grew at a^n annual >rate of 4.6 percent 
during the 1968-78 period, compared to the 7.3* percent rate for 
Michigan as a whole, arfd 7.1 perce^it nationwide. Moreover, the 
growth rate in the Flint SMSA was the lowest among the state's 1 1 
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metropolitan areas, far below the 1 1.1 percent annual ^^rowth rate in 
the Ann Arbor-Ypsilanti SMSA. 

TABLE F2' 

Avem^e Annqal Growth Raltes of 
Selected Labor Market Indicators 
Flint SMSA and Michigan' 

(percent) 



indicator 


Flint SMSA " 


> Michigan 


TotuI wuge und sulary employment 


2.0 


1.8 


Manufacturing employment 


1.2 . 


0.2 


Noqmanufacturing ernployment 


2.4, ■ 


2.6 


CJovornmont employment 




3.0 


Civilian labor force * 


• 1.7 


2.0 ' 


Unemployment rate 




2.8 


Average woeltly initial claims for U l'' 


1.6 


'7.3 


Average workwOrfk. production 






workefs, mfg. . 


1.5 


0.6 



KxcGpt whoro indiciitod other wino. oHtimotod ^i^^wth rutea aro baaod on log- 
linoar trondH for the 1970*78 period. 

**Comput«d for the I06t^-7H pt>riod. 



However, both the unemployment rate and average weekly initial 
claims for unemployment insurance are more cyclically sensitive in ^ 
the Flint SMSA than statewide. These two indicators are shown by 
l^qUarter in Charts F2 anS F3. Except for late 1970, the local and 
statewide jobless rates were quite similar between 1970 and 1973.^ 
But the national recession and the slump in the atto inctustry drove 
the jobless rate in the Flint SMSA from a seasonally ^adjusted B.4 
percent in the third quarter of 1973 to 17.3 percent in the Second 
quarter of 1975. Tj\e letter was the highest jobless rqte recorded 
among /Michigan meti^opolitan areas and was well above the 
statewide high of 13.4 percent. 

While the runup in the local jobless fate was considerable during 
the 1973-75 recession, Chak^t F2 shows that decline during the 
recent expansion was also of sizable magnitude. This coincides with 
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the relatively • large cyclical. upHwing^i . and downHwingtj in, 
tJmployment in t,he urea, and is further evidence of the overall 
cyclical seuHitivity of this 'area. Despite the high unennployment 
rate which characterized this area in earlyjl975. the local jobless 
rabe receded quickly to a level cjose to Ine statewide averafje by 
1976. In that year the unemployment ratd'^averaged 9.8 percent in 
the Flint SMfSA compared IqJdA percent for the state as a whole. 
Since then, the local jobless raUy has remained just above the state 
average. ^ 

The short^run'* swings in average weekly initial claims for 
unemployment inJjurance ft)r the state and the Flint SMSA are quite 
^similar although, as Chart F3 reveala, the local series is more 
erratic. Doth series lead at national business cycje peaks; that is. 
they begin to rise before a downswing in general business a^:tivity 
starts. Since peaks in total wage and salary and manufacturing 
employment tend to coincide with those of national business cycles, 
the upswing in average weekly initial claims tend«p foreshddow 
sluiTjps in employment in the Flint SMSA.' Finally, avorageSveekly 
^ initipl claims in' the Flint SMSA fall substantially during expansion 
periods when employment^jn the area is rising. Chart F'i shows that 
while initial claims in the area moVecl' downward after the. 1969-70 
and 1973-75 recessions, they failed to move below previous cyclical 
lows. By the end of 1978, initial claims in the Flint SMSA were 
down 63 percent from their first-quarter 1975 level. Statewide, 
initial claims had fallen 54 ^pj^rcent by the fourth quarter of 1978. 

Finally ,( the. seasonally-adJJj^X«d average workweek for 
manufacturing production workers/wjfawn in Chart F4, experienced 
relatively la^l^e cyclical swings in the\Flint SMSA. not unexpected 

♦ behavior given the heavy concentration on automobil^ production 

* in the area. The contraction in the average workweek began before 
the national ^.ecession started and prior to the beginning of the 
slump in local manufacturi^ig employment. The decline was brief, 
however, lasting only four quartets. Fiut its magnitude was large, as 
th(^ workweek dropped froni 44.9 hours in the second quarter of 
19^3 to 38.4 hoGrs a ye«i;>)wter. As \vas the case for other sensitive 
indicators in \hV metropolitan area, the average wofkweek 
re(n)vered strongly, hitting a high of 46.9 hours in the fourth quarter 

l.^Tho ?$jrrutir ;n()vt>moni.H lit*ih<» local HorioH dimininh. but do not t^limioato^ itfl 
, UHofulnoHfl 11 loadinK indicator Such l)ohavior dooH indicato. howovor. thai tina 
HorioH should ho UHtul (viuiiously and certainly in combination with otl^r HOnaitivo 
indicatorn. th« avoraKo workwook,' for oxainplc. 
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of 1978. That represents the longest workweek among 
manufacturing workers any of the state's metropolitan areas, and 
is well above the state average of 43;^ hours for the last three 
months of 1978. • 

/ 

Construction ^ 

A quarterly Index qf New Building Permits for private hoiisingis 
shown In Chart F5 (dashed, lineK Each quarterly value is expressed 
in terms of the 1967 average so that the base value of that y,ear 
^equals 100. The solid line in the chart i^ a moving average of th^K. 
unudjusted values and^is much. smoother than the' unadjusted 
index. Chart F5 reveals that new building permits in the Flint. 
SMSA did not decline during the 1969-70 recesWn^ In f^ct, the 
moving average rose fairly steadily from the last quarter of 4966 to 
the fourth quartet of 1971. The Ann Arbor Ypsilanti SMSA was the 
only other metropolitan area in Michigan that did not experience a 
recession-related contraction in new building permits/in 1969-70, 
Statewide, new building permits fell 21.5 percent and che national 
Ind^x of New Building Permi^ dropped 24,5 percent, Thiis, local 
commitments to build pfivatjf housing, reflected in the Index of 
New, Building Permit^, were unaffected by the relatively mild 
national recession in 1969-70, ^ 

However, the more recent slump in building permit activity was 
not only severe, but was also quite long. Chart F5 shows that the 
moving average fell from a peak in the last quarter of 1971 to a lo\V 
in the,4»fst quarter of 1975, That local cyclical decline, which lasted 
more than three years, equaled the duration of the slump in the 
adjacent Detroit and*Saginaw SMSAs and was the longest among 
the state s metropolitan area^s. The magnitude of the decline in the 
Flint SMSA was 79.6ffpercent measured- from peak to trough, .and 
that wps exceeded onfy by the fall of 88,6 percent and 84.5 percent 
in the Ann Arbor Ypsilanti and Battle Creek SMSAs, respectively. 

Chart F5 shows, however, thatth« subsequent expansion in new 
building permits has been fairly strong. Preliminary data [or 1976 
show that the moving .average of new, building pei^mtts has 
continued to increase, with its latest level being 195 percent above^ 
the recession low. Despite this expansion, new building permits in 
the Flint SMSA have, failed to reach their pre-recession high, a 
situation that existed \t\ all Michigan metropolitan areas at the end 

of 1978; ' 

Kmploytnent in the local construction industry is shown in Chart 
F6. As iiJ the case in other metropolitan areas, construction employ- 
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ment in the Flint SMSA .exhibits a high degree of cyclical ' 
sensitivity. After a ,modest expansion following the 1969-70 
recession, construction employment began declining in the third 
quarter of lp72-five quarters before -the national recession 
started— and continued to do so until the second quarter of 1975. 
Over thd't period employment in the construction industry fell 33.9 
percent, exceeding the statewide drop of 23.5 percent. However, 
three other metropolitan areas in the state suffered more severe 
contractions thfln p'Jint, They are Ann Arbor-Ypsilanti, Jackson, 
and Saginaw, 

* 

As Chart F6 shows, the recent expansion in employment in the 
local construction industry has been quite strong. Employment rose 
87. B percent from the second quarter of 1975 to the fourth quarter 
of 1978. That is the most vigorous expansion for this series among 
the state's 11 metropolitan areas. As .a )-esult, construction 
^employment ijn the Flint SMSA was well above its pre-recession 
peak by the fourth quarter of 1978. Only in the Muskegon SMSA- 
has construction employment moved further above its pre-recession/ 
high. . , » 

Banking Activity 

The behavior ^of toUl deposits and demand deposits at 
commei'cial banl^4ft4,he Flint SMSA is revealed in Chart F7, Each 
series has been adjujsted for price changes and expressed relative to 
its 1972 average. 

» 

The cyclical declines in both indexes began before the 1973 peak 
in national business activity. However, th^downswing in tjhe Index 
of Deflated Demand Deposits started two quarters beforU that of 
the- Index df Deflated Total Deposits, and the fornner was more 
precipitous than the,, latter. From peak to trough, the Ihdex of 
Deflated Demand Deposits fell 26.7 percent compared to the 13.4 
perceht dePfine in the Index of Deflated Total Depbsits. Neither of 
these two contractions was the most severe among the U Michigan 
metropolitan areas. » 

As was the case for several local employment and construction* 
indi<iators, the expansion of commercial bank deposits since the last \ 
recession has been relatively strong in the Flin^SMSA. In the ] 
second quarter of 1978, the latest quarterly data available, the/ 
Index of Deflated Demand Deposits Was 26.7 percent abbv^ its 
recession low, and the ladex of Deflated Total Deposits hud ris^n 
18.7 percent. And, as CiVurt F7*shows, the latter had risen aboi'e its 

- ... • ■ 
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' CHART F 7 

INDEX OF DeFLAT6D TOTAi, Oft^OSITS AND INDEX OF IJEFLATED DEMAND DEPOSITS 

FLINT SMSA 
(1972 - loO) 
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pre-recession peak by thc^ end of 1977, joining the Ann Arbor- 
Ypsilanti, Grand Rapids, and Sagigaw SMSAs as an area in which 
the deflated value of total deposits a* commercial banks had moved 
above its previous cyclical high. Although the expansion in this 
area's demand deposits index: was the most vigorous among 
Michigan hietropolitan areas, in mid-1978 the in\j[ex was still 7.1 
percent Jt^elow its pre-recession peak. 

Table F3 shows that the annual growth rate of the deposit series 
in the Flint SMS A exceeded the growth rate for the state as a whole. 
But the growth- pf total deposits in the Flint SMSA, 9 percent in 
current dollars and 2 percent in constant dollars, ranked only fifth 
among Michigan metropolitan areas. 

TABLE F3 

Average Annual Growth Rates of Selected 
Commercial Blinking Indicators ' 
Flint SMSA and Michigan" 



(percent) 

Indicator 

- ^ - :;t--- - 

Demund deposits (current dollars) 

Deflated demand depOvSitvS^' 

Total depositvS (current dollars) , 

^ Deflate^ tqta|f.deposits 

Total loartlH^rrent doUars) 

Commercial atid industrial loans 
(current dollars) , 

Consumer installment loans 
(currentdollars) r- 




^Kxcept whorls indicated othorwi.sc. ostimnted j^rowth rates arc based on log- 
linottr trondfl.for the I970,v78 period. » • • 4 ' " 

b - ' « V 

Current dollar values adjusted for chongos in the U.S. COnaumet Price IndioXr 

, ■ ■ ■ \ ■ 

A'he growth of loans \vas also relatively slow in the Flint SMSA» 
increasing in current-dollar tehns at qn anhU(]il rate of 8.7 percent 
bvar the 1970-77 period. While that exceeded the statewide growth 
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rato of 7';6 percent, it /ankexi only ' fifth beKind. the^ grovyth 'in 
Soginaw, Muskegon^ Ann Arbor- Ypsi^nti, . and ^'Kitlamazdo- 
Portage. For those same /bars, the curjrent-dollar volume o.f' 
commercial and Industrial loans grew at an annual rate of ..7.1 
percent. In this case, only the. Bay City, Petroit; ikpd Jackson , 
SMSAg, registered slower ^owth. In addition,* the 9.3 percent' 
annual growth rate of consumer iniBtallment loans; j^anked,^igh^^h 
among the 10 metropolitan areas in the state for wtjl^t^c^mparable 
data were available. Note that in terms of the latter tw<3 loan aeries^ 
the Flint .performance was nojt'much different from thfi-state. 

Chart F8 shows that tTie growth rate of total loans, slowed 
considerably during >the 1973-75 recession, and that consumer 
, installment loans in the area experi^^npd an iibsolute doclifte 
throughout that period. That contraction was a relatively 'mild 4,8 
percent, however. In current dollar^, consumer install^nent -loans 
dropped 6 percent. Only, in the Ann Arbor-Ypsilanti SMSA, where 
such loans fell 4.3 perceht, and in the Kalamazoo-Portage SMSA^ 
wh^re almost no decline was evident, did consumer installment 
lonns experience milder setbacks dyring the' Ijpst recession. The 
recession performance of (;:omniercial bank loans in the Flint SMSA'" 
is rjimarkable, gfven the relatively large c6ntraction in the area's 
en(ployn:ient duringlhat business slump. , 




-Also, Chart F8 reveals, that sinCe the end of the f^jcession the 
expansion of loans has been strong. Commercial and industrial 
loans are well above their 1974 levels, and consumer -installment 
loans have risen 81 percent since hitting^ a recession "low in the 
second quarter of l()75. And in the second qifarter o( 1978, total 
loans at^ommercial banks iri the Flint SMSA were up 35.7 percent 
over their pre recession level. ^ 

In summary, the Flint SMSA ej^hibited a high degree of cyclical 
sensitivity during the 1970s, characterized by sizable dow^iswings 
and upswings in key economic indicators. The latter typically offset 
the prevj0^s cyclical decline, sending^ local economic- activities 
above their previous peaks. This relatively large Cyclical amplitude 
was most evident in the labor market jndicatora. Overall, the Flint 
SMSA can easily bel classified as the most* cyclically sensitive 
metropolitan area in Michigan in terms of erpployment. However> 
while deposits and loans at comniercial banks in the area did ex- 
perience cyclical swings, the Flint SMSA was not the most volatile^ 
metropolitan area in this regard during the 1970-78 period, nor was 
it subject to the largest fluctuations in construction activity! 
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' ^ In torms .of pbpufa^^^ Grani^ RQt)id§ SMSA^ is the^swond 
largest meJ-ropoHta^^^^^ in^Nlichigan} Ih 1977 



.iri\Otta\^a' and Kent cdunti^s, which jn^ake the Grjand'^^ * 
n §M^A: That Vepfes^nU 6.3,peii;:erif of the state'fi tola| populfltjon ir^^ v ; ; 
' ; ; , , t^a t.year Alt hough tKxi^6ff tanked a^cDnd to t^Q Delr oit SMTS A in „ / 
, .stee^' ife/wasf cQifxpici^rat)iy isrirlalle^ in absolute tJermsl sincQ'the latter* ^ 
- '\ . h^id« population (rf^^ 
; ; ' the. G rand Hapide^MSA*. ^ / ' * ^ ' ^ . ■ J ^ ^ T 

• * Retiv^n 1970 and 1^77, j^opultftion increased ip T^^^ in tm» ^ 

• tWcQUnt^ Wa/ That; gain ^ rankec^^^^^ dtndng.lMichi^&n' \ 

. intetropcditan areas/fust behind ther Increase of lii3'.Rerceiit anoBid ^ 
- percent in „ the bari&i^j^East Lansing, anid' Anq ^^A^^ ^ « ■ ' 

. SMSAs. rjjspfecttVery; iand^welt ab^Veihe state^wi^d^fncr^ase of ^^,8 '- ' V 
pkcgit foKthe eight-^ear^tibd, ' V'^ • ' « ^ ' 

/The Grand Rapids SM^SA also ranked t^iird p^^^ the stat€i's . . 
fnetropolitan preas. in. tei^pna .of . ti^taj personal mciome, "y/l^ch • / \ % 
' atnounted tor$3,6&3 miJlioi^in 1976. In thrft jiijar^theGr^ ' ' , / 

SMS Ay accounted for 5.8' percent* of totdir pefsoittfl;^ineofme, irt\ • * 
^ Michifjan. Ht)wevvei:, this metropolitan ar6a had thelftiifdJowest per.\- 




, , ($6, 116), and was belbw the stateividd level ipf $6,757; The;jcel9t(ve)y 
, low per capita income level in' the Grand Hf^pids . SJWtS^^^ 
^ . attributjable largely to the fact that it is riot 9, high-^age areal^his^ : 
of course, i^ (jueto the local industry mix, which Is fairly diversified ' 
an^ riot heavily dependent on' the high- wage auton^pbfle industry. 
In ftict, the lSf76 average wage rate in this area's mpnufacturing . 
sector Was the lowest among tiie state's metrlipolitan areftsl. / ^ 

: V Table GRl shoWs that the employment disttibtition in the lottal 
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' area is di?iiilar to the state, ekcept that ;the*g6verr\ment setter is 

' ^(IbatontiallyVflmali^r jn the Gr(^ SMSA^.- In 197/, the 

prciportton pf tetarwtfge and salary employtnentuccountjed for by 

' durable goods industries v^iis oearly tlie smne ija the'local area qnd 
the stat(} as a whol6, 26.1 percent and percent, rb&|)ectively. 

' However the ajggregat^^ shoiyn in Table GRl jnask the major 
' difference b^tweeitsi^his area and the state: Xhe key durable goods 
industries in th^^a'nd Rapids SM^A are not lii^kedtaaiitomobile 

. producJ,iQn. ' In l^Vt, the transportation ^^cjuipment 'Industry 
^liotjounted foronly*<) perc()nt of •manufacturing employment in the 
area, doinpared to 34.7 percent statewide and 72.8 percent in the' 
Flint SM3i^. The fabricated metals induslry amounted for, 19,8 
percent of tfee area's manufacturing tfhiploynienMrf 1977, followed 
by furniture and futures, 14.7 percent, and nonelectrical machi>nery, 

» 14.0 percent. More thafi one-half of the jobs in the ^Michigan 
•furijiiture industry awe located in the Grand Rapids SMSA. Thus, 
t\\e local area has an industry tnix substantially different from the 
state as a whole or from i^ost other metropolitan areas in Michigan. 
This is especially the ca^e when the Grand Rapids SMSA is 
.compared to the metropolitan areas in the eastern part of the state. 
In addition, the manufacturing sector in the Grand Rapids SMSA is 
vSomewhat more diversified, with no single industry or firm^ 
accounting for. the Jbulk of employ fBent. in the area. Only the 
Kalamazoo- Poi^ge SMSA has a more diversified industrial base 
than that of the Grand Rapids 3MSA. 
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Perconto{{c Distribution of Total Wage ond Solory Employment 
Grand Rapids SMSA; and Michigan, 1972 and 1977 
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* ' BuBinoHN ConditibtiH,^ (He Grattd lltipidff SMSA ^ 

Labor Market Canaitions 

- - • ,\ 

In, terms o( ifrowth and cyclical 8tq[bilitj. the Grand Uafvids 

SMSA outperfoniTUid all other Michigan metropoi^a.n arOas. TablJto , 

GJ12 yhows that" oven theM 970-78 period, total w(jge'and salary 

- employment gn^vv^^^at afi annuAl rati* of a.K-^percent. which .is 

considerably abdVe the statewide ratfo of 1.8 percent and repreaems 

the n^ost rapid growth among the state-s 1 1 metropolitan areas o\4)r 

that nino-year period. The 1.8 per^Jent growth rate<^ manufa;cturihg 

emiiloyment in tho^Grind Hapids SMSA ranksf secondy jiist behind 

thtf 2.1 perc^xt -j^rowtfi rate in the Ann Arbor- Ypsilanti SMSA. 

However, while manufacturing and jionmanufadturing fmploymenl 

ifi'the ai^ea grew at relatively japul rates. th.e large^ contnbutor to 

local employment growth was the government sector. Fjpr the nin^y/ 

year period beginning irrt970. government employment grew pt an 

annual rale <?f ^ percent, which is the highest growth rat^fir 

public employment among the state's metropolitan areas. * 

Table -GK2 shows that the Grand .Rafrids SMSA^ ^also 
outperformed the statwiii terms of growth of tl^e^civilian labor forte. 

TABLE 6Ri 



Average Annual GrowtCRatee of 
Selected Labor Market Indicators 
Grand Rapids BMSA and Michigan'* 



(porcont) 



'Indicator 




rotill wage and flalary empioymont 
nufacturing employment 
^manufacturing employment . 

overnmont employment * 

CivilJ^m labor force 
Unemployment fate 
Average weekly IhitialclairtM) for Ul'' 
Averag6 workweek.-production 
workers, mfg^ 

'^Kxoopt YfUvrv itxlicutvd otho^wiflo, (jntiinntod growUI rai^m nro buHod on log-linoor 
trendH for t\w M)70-7H porlod. 
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the unemployment; rate, and a verUge, weekly ir)itta) claims for 
unemployment insurantie. Over the 1970-T8 period the jobless mte 
in t^e urea exKibitbcyi slight downtrend of 0.6 ^>er€ent per year, 
cqmpdrecl to the 'upward' drift of -2.8 pftrcer^t fi&r thV) statewide 
average. ThusT. the %ind Rapids ^MJiA joins th6 Bay'£;ity SRlSA 
as the|pitly metropolitan area in Michigan rtot exhibiting positive 
growtifi in the local unemployment Vate. In line with the area's 
relatively atrong emplqym/jnt growth, initial claims for 
unemploymf^nfe insurance grew at a modesC rate of 3,7 percent per 
year over the 19Q8-78'^period. Only the Flint SMSA had a Lower 
growth rate, l.fe percent. For Michigan as a whole, initial claims 
expanded 7.3 percent per year over that eleven-year period. 

Chart GEl shows that* nonmanufacturing and governmeiij^^ 
employment were highly stable throughout the 1970-78 period, 
although the former experienced a slight 1.^ percent decline during 
the 1973-76 recession. But that decline was tha mildest among the 
state J? metropolitan areas except for the Kalamazoo-Portage 
SMSA, in which nonmanufacturing employment suffered no 
setba\:k during\he recession. On the other hand, manufacturing 
employment fell |l 8.3 percent in the Grand Rapids SMSA during the 
last recession, and that largely accounted for the 5.1 percent decline 
in the area's total wage and salary employm6nt. Both local » 
contractions were less than the statewide declines of 18.7 percent 
and 6.9 perce^it^for manufacturing and total wage and salary 
tfmploymept, respective/Iy. ^ 

Since the recession, employment in each sector has increased 
substantially. A6 of the fourth quarter of 1978, manufacturing 
employment was up 29 peroent over its recession low and had 
reached a level that was 6.4 percent above its pre-recession peak. 
Combined with the steady growth in nonmanufacturing and 
government employment, the expansion ^ manufacturing has 
resulted in a 17.6 percent increase in the area's total wage and 
salary employment since the last re^ssion ended. 

The jobless rate iti the Grand Rapids {^SA exhibits about^he 
same cyclical sensitivity as the statewide rate but. as Chart GR2 
shovys, ehe local rate has remained somewhat below the state 
average throughout the hine-y^ar period. During the last recession 
the local Unemployment rafje rose from a seasonally-adjusted 6 
percent in the third quarter of 1973 ttt 12.4 percent in the second 
quarter of 1976. Since that time, the unemployment rate in the 
Grand Rapids j^MSA has faflen considerably, hitting a recent low of 
4.8'percent in the first quarter of 1978, bplow its pre-rece^ion low. 
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^ Grand Rapids is. therefore, the only metropolitan area in Michigan 
where the joblJfes rate has fallen below its pre-recession level. 

• Average weekly initial claims fot ume^mployment insurance, 
shown in ©hart GR3, exhibit an overall pattern of b|ehavior in the 
Grand Rapids SMSA that, is also qUite 9irtiilar to the state as a 
whol«. The local series was more cyclically volatile, however, During 
the expansion period beginning in late 1970. average Veekly ihitial 
^laims fell 69,5 percent in the Grand Rapids SMSA. compa^^ed to a 
1^62.6 percent decline statewide, B\it, during the recession, initial 
^piaims jumped 4^2.6 percent in the local area, Ori^y the Ann Arbor- 
Ypsilanti. Flint, and Saginaw SMSAs registered larg'^r relative 
increases than Grand Rapids during that period. Interestingly, each 
of those areds is^ore heavily depehdent on automobile production 
than Grand Rapids.^ and each experienced a more severe drop in 
» nwnufacturing employment. ^ 

, . Chart GR3 show^. however, that as of the fourth quarter'of 1978. 
initial claims in the Grand Rapids SMSA were considerably bel<ftv 
. the recession high. In fact, average weekly irnfi^l cjiaims wer| down 
67.4 percent fh the local area, compared t<f^J percent statewide. 
Nevertheless, they v(rpre still above th§ir ^j^vious cyclical lows in 
the fourth quarter of 196^and the second qi^arter of 1974. 

^ Finally.* Chart GR4 shows that average w'eekly hours of 
/ production workers in onanufacturing industries in the^ Grahd 
Rapids SMSA fluctuatecKwithin a rather narrow range during the 
1970-78 period. During the last recession the averaA workweek fell 
only 5.3 percent. Except for the Bay City SMSA. wh&re the average 
worktveek did not experience^ a cyclical decline, that was the mildest 
contraction among Michigan metropolitan areas. Since the I9W of' 
the first quarter of 1975. the average workweek has expahded in the 
area. Expansion has been relatively mild, however, hitt^ig a recent 
high of 42.1 hQUrs in the fourth quarter oM977 and remaining close 
to that level since then. Throughout the recent expansion, the 
Grand Rapids- SlVfS A has had the shortest workweek amolmg the 
state's metropolitan areas. 

Construction ' 

/ . 

Both construction employment and nqjv building permits for 
private housing in the Grand Rapids SMSA exhibit cyclical 
behavior that conforms closely to national bi^siness cycles. Charts 
GR6 a^nd GRO shoW that both series declined duringVecesBiolrft) and 
Increased during expansion periods. The ^timing was different; 
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howev^er. New building permits led at njaiibnAl business cycle peaks 
and troughs, whereas construction employment tended to' lag, 
especially at troughs. 

The magnitude of the decline in' new building permits was about 
the same during the 1969-70 and 1973-75 recessions, 43 percent and* 
46.3 percent, r^ectiyely. In all other Michigan mrtropolitan a^'eas 
except Jackson, the contraction during the'K^73'75 recession was 
considerably more severe. thai) that m the late 1960s. This was also 
theA:ase for the state as a whole and the nation. Interestingly, while 
the 1973-75 slump in' this area's building permits was relatively 
mild— only the Jackson SMSA. with a drop in new brfilding permits 
of 33.9 percent, experienced^ a milder contraction— the earlier 
decline in the Grand' Rapids area had been one of the more severe 
among the 1 1 metropolitan areas in the state: In fact, the 43 peircent 
decline in the Index of New Building Permits in this area during 
1969 ranked fifth among Michigan metropolitan areas. 

The expansions in new building permits ha\^ been relatively 
strong in the Grand Rapids SMSA. Chart GR5 shows that the peak 
in the index in early 1973 was above' the previous cyclical high in 
Fate 196^Prpliminary data for 1978 show that the npost recent level 
of this areti's new building permits, index ^yas only 1,^ percent below 
its 1073 peak. Among Michigan metropolitan dreasronly Jack^wn's 
Index of New Building Permits h^s risen above its pro-r-tfcession 
peak. The p^rforn\0nce of the Grand Rapids index ranks second in 
thiy respecti^ 



Employment in the aria's coiistruction industry fell 20.7 percent 
from a peak in the;fourth quarfeTof 1973 to a low in the fourth 
quarter of 1976. Although that local contraction lasted thfee years, 
thi^ was najf^ unique to the Grand Rapids SMSA, since all 
metropolitan areas in Michigan experienced slumps in construction 
employnfient lasting longer than the national recession. Statewide, 
the cyclical decline in construction employment lasted 13 quarters. 
The^amplitude of the contrabtion in the Grand Rapids SMSA was 
relatively smalK with the peak-to-trough decline of 20.7 percent 
rankings behind the 13.1 percent drop in the Muskegon-Norton 
Shores-Muskegon Heights SMSA and the 18.2 percent folloff in the 
Kalamazoo- Pprtage SMSA. 

Chart GR6 shows that since the low in late 1976. construction 
employment has expanded to a level in the last quarter of 1978 that 
is 2.7 percent above its previous cyclical peak. Thus, the Grand 
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Rapids SMSA joins five otheV Michigim metropolitan areas— Bay 
City. Detroit. Phr^ Kalamazoo-' PortageTTttidj M 
Shores- M uekogon ^feights— as regions .in the stat^^where 
employment in the lotal coR^tructibn industry has riSeirabovte pre- 
recesslon levels during the rec6nt^ expansion, B^caOBf) of^t^he 
relatively strong recoveries ih the Grand Rapids SMS\^ following 
the last two recessiona. construction employment fo^ the 1970-78, 
period grew at an ahnual rate of 1,5 percent, exceeding^ the moaest 
0.4 percent growth/, statewide, ^ 



Banking Activity ^ ^ 

The 'Grand Rapids SMSA outperforme<J the state >aver the 
/ 1970-77 period in terms of growth of* several banking indicators. 
-Table GR3 shows that in current dollars the largest(difference was 
in total deposits, which grew at an annual rate of 9.4 percent, 
compared to 7.3 percent statewide. In pddition, the 11*3 percent 
growth rate in the current-dollar volumey^of commercial and 
industrial loaiis in the Grand Rapids SMSA was'the fourth highest 
among the 1 1 metropolitan areas in Michigan. Ranking ahead of the 
Grand Rapids SMSA were the Sa^naw SMSA with a growth rate 
of 14.3 percent per year," and the Ann Arbor-Ypsilanti and 
Muskegojn SMSAs with growth rates of 13^3 percent per jiaar. The 
growth rate of consumer installment loans in the Granrf Rapids 
SMSA at 9.3 percent per year was relatively low,' with only the 
Jackson (8.1 percent) and the. Detroit (8.7 percent) SMSAs 
exhibiting slower growth. / ' , 

The cyclical swings in loAns and deposits at commercial banks in 
the area are revealed in Charts GR7 and GR8. In Chart GRl, the 
Index^ of Deflated Demand Deposits exhibits swings of larger 
magnitude than the Index of Deflated Total Deposits. The1[ormer 
fell 24.4 percent during the 1973-75 recession, compared to 
percent for thti latter. Also, the Index of Deflated Total Jpeposits 
has risen above its pre-recession peak, but the Index: of^'^efla ted 
Demand Deposits has not./ As of the second quarter of 11.978 (the 
latest data Available), the ibtal deposits index was 3.2 percent above 
itfi previous peak of Xh« fourth quarter of li)73. The c(emand 
deposits index, on the owier hfand, was still 14.3 percent below its 
pre-recession peak. That situation is not unique to this area, as 
noted in the other s<^ctions. sluggish behavior of demand deposits in 
local ^areas•an(^in the state as a whole is du€\.in part to changes in 
banking procedures. 
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TABLE GR3 



Average Annual Growth Rates ' 
Selec/ted Commercral Blinking Indicators 
Urand/Iiapids SMSA and Michigan' 



Indicator 



Dei^an^ deposits (current dollars) 
Deflated demahcl deposits^ ^ 



Total deposits (current dollars) 

Deflated total depo^its^ 

TotlU loans (current dollars) . . . 

Commercial and industrial loans 
(current dollars) 

Consumer installment loans 
(current dollars) 




"Except where indica^jd3)Vherw45e. estimated growth rates are based on Tog-linear 
trends for the 1970-78^D^i3iJ./ , 

Vurrent-dollar values itdiusted for changes in the U.S. GonsuniW Price Index. 

Total idtins in the area suffereil a setback in current-dollar terms 
during the last recession, as did consumer installment and 
commercial and in(hi8trial loans (see Chart GR8). The latter fell 5.6 
percent and the fornft'^8.7 percent. ?oth contractions began with a 
lag during the recessjion and were quite brief. Consequently, th(E 
falloff in the current-dollar volume of total loans was also brief and i 
>fairly mild 4.8 pei;cent. ' ^ 

.Chart GR8 shows ihat loar/volume has expanded substantially in 
thcf area since 1975. The^a for the second quarter of 1978 show 
total loans 4Q.7 percent above their repOj|sion-r«l&ted ,low, with 
consumer instajjlment loans jiip 49.6 percgiif, and commercial and 
indusW-ial loans up 57.7 percent. And^ of coursei^ the current Ipan 
volume in the Grand Rapids SMSA is well above pr^recession 
levels, reflecting growth -and expansion in current dollar volume 
since thj8 recesl3ion. 

In sum, then, the G^nd Rapids SMSA is characteriiced by 
cyclical behavior across key local economic processes that conforms 
closely to^ swings in national business activity, with jj^ble 



ERIC 



U9 



J' 



\ 



7. 



■v 



' * - ■ . Grand Rapidfs'^SA ilQ 

differences ip^niing. The behavior of^^eral ewnomic mdicators 
reflecting perf<$ryfrice 'in the lo/af iab6r market, the area's < 
construction sector --and l^cal Aanliing, suggests that thii 
metropolitan area- w^8 the most/ytlicallvvstablfr^rea in Michigan" 
over the pwi'od examined; SuQ^Ubility appear's to b^dipked'to 
mdustrial- diverwfieatiorj an;> less reli'atfce on 'tW.aWmoteile 
industry than- in most other' metropolitan tfr^es -;in the state. 
However, that stru<jture gjjf^s the area the lowest /Itnahutacturing 
wage rates and also on^i the lowest per capita income levels 
among Michigan metropolitan areas. 
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V Jackson SMSA 



The Jackson SMSA is ^ relatively small metropolitan area 
ncompassing the jingle county of Jackson> which is located i^i the 
south central part of the lower peninsula. In 1977, it had a 
pdipulation of ^49,900. Among jihe 11 metropolitan areas in the 
state, only the. Bay City /SMS A is smaller. The area did experience a 
Kftlatively large increase i» population !t)ej^een 1970 and 1977, with 
its 4.7 percent increase ranking fourth llmortg the state's 11 
metropolitan areas, behind the increases in the Lansing-Ea^t 
Lansing, AnruOXrbor-Ypsilanti, audlGrand Rapids SMSAs. 

; In 197.6, the Jackson SMSA generated $922 milUoi^in total 
personal income. As invthe case of ^population, only thB-^B^ City 
SMSA had 9. loww l^yel of personal income. Howe\)iN:^ih«^ad^^ 
SMSA ranked ahead of the Bay City and Graqd Rapids SMSAs in 
terms of per capi^ imconxe. In .1976, its per capita iticoiVie was 
$6,268 compared to $6,264 in Grand Rapids and $6,1 16 in BayCity. 
Personal income iji the area grew at an ani^ual rate* of 7.6 percent 
duriogK the 1969-76 pecfod, the lowest growth rate among the 
state's 11 metropplitapr areas. , ^ 

The employment distribution shown ix) Table Jf j-eveals that the 
Jackson SMSA is similar to the sta^ as a whole^ In *1977, 31 
percenj^ of total wage and salary empLc^yment wa^ accounted for by 
manufacturing industi^s, v^h the bullc oi^ that engaged in the 
production of durable goods. The majo^ndustHes in the area's 
manufacturing sector include transportation equipment, 
nonelectrical maohineryr and fabricated metals, with a sizable 
liortidn of the activity in those industries linked closely to the 
volatile automobile industry. But, during the 1970s, the local 
manufacturing base shrank considerably, as the greatest 
employment growth occurred in nonmaj^ufacturing industries 
oriented to retail trade and services. 
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Percentage Distribution of T^i^X Wage and Salary Employment 



Jackson SMS)Vand Michigan, 1972 apd 1977 
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The Jackson SMSA ranks with its western neighbor, the Ba|tle 
CVeek SMSAT^s ohe-of the two slowest growth areas in ^;he state in 
telims of employment. Except for nonmanufacturing employment, 
> each of the^mplojfeent categories 'shown in Chart Jl grew at 
annual rdtes below those df the state as a whol^fsee Table J2). The 
performance of the Ipcal manufacturing sectfor was particular 
weak, declining at an annual rate o^ 1.6 percent during-, the 1970- 
period.. This represents the steepest downtrend among the 11 
metropolitan ar^as in Michiganrjoining the Battle Cretfk, Detroit, 
and Muskegon-^jorton Shores-Muskegon Heights SMSAs'as areas 
experiencing negative growth in manufacturing employment ovep- 
the nine'year period. 

Chart Jl shows that manufacturing employment in the area 
experienced a long contraction that began in the third quarter of ' 
1973 and did not end until the second quarter of 1976- the lon^at 
slump among the state's metropolitan areas. Only the Battle (Mek . 
SMSA, with a decline lasting nine' quarters, -came close to the 
Jackson SMSA in terms of duratio;i. y 

In addition to its long duration, the slump in the area's*^ 
manufacturing employment was also quite severe, measuring 25'5 
percent from peak to trough. That equals the decline in the Flint 
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TABLE J2 

Average Annual Growth Rotes of 
Selected Labor Market Indicators 
^ Jackson SMSA and Michigan* 

^ (percent) 
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Total wjige and salary emplpyment . v . 

Manufacturing emplpynient 

Nomnanufa^turiffgeniployment 


1.1 ' . 


• 1.8 „ 


-1.6 
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2.6- 


Government employment 


1.6 , 


. S'.O 


Civilian labor force . . 




2.6 


Uhemploym^nt rate 
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• 2.8 


Average weekly initial claims for UI** 


" 7.5 
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4 Average workweek* production 






workers, mfg.** 
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"Except whore indicated otherwise, estimated ^p-owth ratosTaro baaed on log-linotir 
trencfs for the 1970-78 period. 

"Computed (or the 1968 78 period. 



SMSA and nearly eqlials the drop of 26 percent in the Ann Arbor- 
Ypsiianti SMSA, the most severe decline among the metropoiitati 
^reas in ""the state. However, unlike those two areas, where 
manufacturing employment recovered'and then expanded tb levels 
above pre-recesfliott peaks, the reiiovery in manufacturing 
employment in the Jackson SMSA was quite weak. At the end of 
1978, it was only 17.8 percent above the low in 1976 anil still 14 
percent below its pre-recession peak. „ ^, ' 

As a result of a weak manufacturin^j'sector, total wage. and salary 
employment in the areft has also performed poorly compared to 
other mQ|;ropohtan areas in the state, With the po/gsible exception of 
the Battle Cre^ik SMSA. During 'the 1973-75 recession, total wage 
and salary employ nient fell 8.3 percent, second only to the 13.4 
percent fallpff in the Flint SMSA. But, again the recovery was . 
weak, as totol wage and salary employmertt rose just 8.8 percent 
from a low in the third quarter of 1976 to the fourth quarter of 1978. 
Moreover, that increase still left the area's total wage and salary 
employmenyt just below/^ts pre-recession peak. Thus, the Jackson 
SMSA is the only metropolitan area in Michigan in which wage and 
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salary emiloyMent did not exceed its pre-recession peak by the end 
of 1978/' ^ 

The unemployment' rate ^nd average weekly initial claipfls for 
unemployment insurance also reflect the relatively weak 
performance of this area's economy. Over the 1970-78 period, the 
jobless rate in the Jackson SMSA drifted upward at an annual rate 
of 4.3 percent, -compared to 2.8 percent for the state as a whole. In 
addition, over a slightly longer period o^i^ne— 1968-^978— average 
weekly initial claims in the area grew at' an annuql rate of 7.5 
percent. As Table J2 shows, the comparable growth rate statewide 
is 7.3 percent. ^ 

Charts J2 and*J3 show that the seasonally-adjusted, local 
'^uAemployment rate anq average weekly fnitial Claims ir^ the area 
experienced sizable increases during/ the 1973-75 recession. The 
jobless rate rose from 4.0 percent in the second quarter of 1973 t0 
12,5 percent in the fourth quarter of 1975. , That runup in the 
unemployment rate was exceeded only by the increases Tiiat 
occurred in the Ann Arbor-Ypsilanti and Flint SMSAs. As Chart 32 
shows, the local unemployment rate remained above the statewide 
average from lilte 1975 through mid-19^7. Since then, the local 
jobless rate has moved well below the statewide average, with the 
former averaging 5.6 percent and the latter 7.0 percent during the 
fourth quarter of 1978. ' 

However, while initial claims (or unemployment insurance rose 
282 percent during the last recession, that was below the increase of 
301.1 percent recorded statewide. Besides, that local increase was 
the fourth nuWest among the state's metropolitan areas, ranking 
behind the rise. in the Muskegon, Lansing-East Lansing, and 
Kalamazoo- Portage SMSAjj. As Chart J3 shows, the decline in 
average weekly initial claims in the Jackson SMSA^uring the 
recent expartteion period has brought the level down considerably, as 
they fell 59.9 percent from their high in the third quarter of 1975. At 
the end of 1978, average weekly initial claims were still 53 percent 
above their pre-recessij^ low. 

The average workweek of production workers in the manu- 
facturing sector is shown in Chart J4vNote that average weekly 
hours began declining before the two national recessions started. 
Interestingly, in the Jackson SMSAv the relative decline during the 
1969-70 rcce^jsion was largoi^than that of the 1973-76 period, 8.9 
percent compared to 7.6 percent. This is similaFto the behavioKin 
the Saginaw SMSA, where the shrinkage in the workweek waflrj 



\WC .125 



126 Jackson SMSA 



H*tlo 
40 

70 

10 
0 
4 



©♦lART J 3 

AVEMAOE WEEKLY INI riAL CLAIMS FOR UNEMPLOYMENT INSURANCE. STATE PMOQMAMS 

JACKSON SMSA 

»» 1 



SMSA cWmt (hun4Ji«|i) 



(8e«90n«1ly adluitod) 
P 




Hafio 



y \ 

. . \ 

1008 

Soime Thp W.K. ll|>)c>hii liMtilutf. hnsvil on dnla from Ihc MirhlKnn KmpIoymiMil .SiTurily ('^>nunlMlon nii<l Ihc 
(LS l)<«pHilnu'»t of I.ftbor 

ShntiPfl Arcu IndUalv national rvrwMion |>erio<K a.^ <l«.f\m'd by the National ihirvau of KxM.iionilc HrsrarclUnf 



fUUo 



— CHAflT J 4 
AVEMAOE WEEKLY HOUHS OF PMODUCTION W0MKEM8 IN MANUFACTUMINQ INDUSTRIES 
^ * JACKSON SMSA. 

(SflaionAlly Adjutlad) i • — 



/ 



Ratio 
«cal« 



40 



IftM 1000 1070 ^1071 1073 1^73 1074 1070 1076 1077 

Souirv MU'htKAii Kiiiploymonl .MpcuiUy ('oinnilMlon. ^ * 

Notd .Si*uon«) atlliiiitmrnt by (bo W K. Upjohn lintltuto. 

ShnOvil liJvia ihilirnt(> nnttonnl rPCPMlon pntods m Urflnod by tbr NftUaual Hufpnu of F^diioiiiIc llpwairh, Inr 
y T " trouitb. * . 



( 



/ 



N 

/ 



ERIC 



i20 



Jacks 



LDIN 



SMSA 



Hallo 



700 
100 



CHART J 6 <* 
INDEX OF NEW aulLt)lNQ PERMITS, PfllVATt HOUSING 
JACKSON 'SM{^ 
(1057- 100) 




127 



4 l#fm movirtg ■v«r«0« 
Ouartsfly inO«« 



/ V 




10M 1060 1907 1908 I960 A^O 

.Sojm.» Jho W K (ipioliu lnititut<? IihIox WH on Ihr IJ.H. Dopnrtwoiit c>f Commrrr*., i)un<au of iho Odjuis, 
CimiUmhtm Kvporb I hut win Autfiorutu! by IUhUUhh l\'nt\itn ami rithllf' Contraih, (' -W 

HImtU'cl an\M lodiento natlcmul n-n'MlDo ah (loniipd hy llu* Nftl^onal iUirPBU of l-k-onoirtlr ItpsenrcJ), Inc. 



nalin tcala 



CHART JO 

CONSTRUCTION EMPLOYMENT. JACKSON SMSA 
(SoAsonntly ndjutioci) 
P T 



(ThouMndv) 





















-'A 












.J 1 L 


K. t 1 J 


1.. 1 ^. i .. 



(970 



Sourrr Mii hl(!nn KiDploynlrnI .Stu urUy CniniMlMlfin 
.Vo/i'i .SmunnU(fHKtnWnt hy ihr W K Upjohn lnstlUilp. 

KhrttlPtt attM intllciilr nntioHctl rr*'p«h>n }Jpilo(h ilonncH hy Chp Nfltlonnt norcnn of h>ooi»mlc Rmnrrln Inc. 
P* prnk nnil r - IronKh ' * •' 



128 



Jackson SMSA 



larger during the 1969-70 receaaion. In the Jackaon SMSA, the 
average workweek haa exhibited f^ifly^^fer^ng recoveries after 
receaaiona. riaing in each expanaion to levels i^bove pr^receaaion 
peakp. In the laat quarter of 1978» the workweek in the area 
averaged 44.3 houi»a, up from ita previoua cyclical high of 43.J houra 
in the aecortd quarter of 1973. ^ 

Construction 

Two indicatora of conatruction activity in the Jackaon SMSA, 
ahown in Charta J5 and J6, provide conflicting siguala about the 
vigor of auch activity in the area. New building permita for private 
houaing. ahown in index form (1967=100) in Chart J5, performed 
better in terma of growth and cyclical awing^n thia area than in 
any other metropolitan area in the gtate. From 1965 to 1977, they 
grew at an annual rate^of 8.4 percent. QVer that aame period, new 
building permita declined 2 percent per year for Michigan aa a whole 
an|^roae at a modeat >innual rat^ of 1.2 percent nationwide. The 
growth in the Jackson SMSA waa /ilao far above that of other 
metropolitan areas in the state. In fact» only three other areas 
experienced positive growth over i^hose 13 years: Bay City (3.2 
percent). Grand Rapids (1.6 percent), and Muskegon- Norton Shores- 
Muskegon Heights (0.4 percent). 

The cyclical downswings in new building permits in the area were 
relatively mild, falling 33.3 percent and 33.9 percent during the 
1969-70 and 1973-75 recessions, respectively. The latter was th« 
mildest among the state*s 11 mebropolitan areas, and considerably 
milder than the 66.2 percent drop in the»state as a whole and the 
69.1 percent decline nationwide. As Chart J5 shows, the expansion 
in new building permits lofally has been quite strong since late 
1974. In fact, the Jackson SMSA is the only metropolitan area in 
Michigan in which the moving average Index, of^ New Building 
Permits has risen above its pre-rOcession peak during the recent 
expansion. 

However, employment in the locdl construction industry did not 
exhibit similar strength. Chart j6 shows that construction 
employment experienced a long cyclical contraction thfi^t begah in 
early 1973 and did not end until the first quarter of 1977. Except for 
•the Battle Creek SMSA, that was the longest downswing among the 
metropolitan areas in Michigan. It was also the most severe, with 
employment dropping 45»0 percent from peak to trough. The 
recovery of construction employment has been weak in the Jackson 
SMSA. Chart shows that the area's construction employment is 
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still well below its pre-recession peak. In fact, quarterly employ- 
ment levels in 1978 Were below those of the second, third, and fourth 
. quarters of 1977. Over the entire 1970-78 periodv construction 
\ employment in the area has fallen aj^ an annual rate of Z*S percent. 
This negative growth for construction employment is certainly in 
sharp contrast to the fairly rapid growth in new building permits for 
private housing in the area. 

Banking Activity * 

The performance of loans apd deposits at commercial banks in the 
Jackson SMSA was not markedly different from the state as a 
whole over the 1970-77 period. Table J3 shows that totill deposits 
and demand deposits in the local area grew at slightly faster rates 
than the state aggregates, but loans grew at a somewhat slower 
pace locally. Ho\Vever, the 7.9 percent rate of growth in the current- 
dollar volume of total deposits in the Jackson SMSA was a 
relatively slow rate compared to most other metropolitan areas in 
Michigan. Only the Bay City, Detroit, and Lansing-East Lansing 
SMSAs exhibited slower deposit growth. Those same three areas 
also experienced slower growth in total loans. 

TABLE J3 . ^ 

Average Anndal Growth Rates m 
Selected Commercial Banking Indicators 
Jackson SMSA and Michigan" 

(percent) 





Jac)(8on 




Indicator 


SMSA 


Michigan 


Demand deposits (current dollars) 


3.8 


3.7 


Deflated demand deposits'" 


-2.8 


-3.0 


Total deposits (current dollars) 


7.9 


7.3 


Deflated total deposits'' 


0.9 


0.4 


Total loans (OUrrent dollars) 


7.1 


7.6 


Commercial and industrial loans 






(current dollars) 


6.1 


7.3 


Consumer installment loans 






(current dollars) . . 


8.1 


9.1 



"Fixcopt whoro indicnlod othorwiso, oslimalod growtli rntoo arc bafloU on log-linoar 
trotidfl for 1970-78 pot-iod. 

''Computed for the l9«8-78 period. 
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The two leap categories shown in Table J3 also reflect slow 
growth in the Jackson SMSA. The 6.1 percent annual growth rate 
for cominercial and industrial loans only surpassed the very modest 
growtW of 3.3 percent in the Bay City SMSA and the 6.7 percent 
rate in the Detroit SMSA. In addition, the 8.1 percent annual 
increase in consumer installmentr loans in the Jackson SMSA 
ranked tenth among the 10 metropolitan areas in the state for which 
comparable data were availaole.' 

, The cyclical swings in demand deposits and total deposits at 
commercial banks in this areTfare revealed clearly in Chart J7. Both 
indexes, which are based on current- dollar vplues adjusted for price 
changes, started to decline before the 1973-75 national recession 
began. This leading behavior was evident in ^ill Michigan 
njfetropolitan areas. In the Jackson SMSA the contraction in both 
deposit indexes continued for sevejpal quarters after the slump in 
national businqps activity ended. Therefore, like other metropolitan 
areas in Michigan, the cyclical downswings in the two deflated 
deposits series for this area were relatively long. 

From peak to trough the deniand deposits index declined 26.4 
percent and theHotal deposits index fell 10.3 percent. Chart J7 
shows that, while both indexes have recovered from their recession 
lowSi neither has moved above its pre-recession peak. In the second 
quarter of 1978, the demand deposits index w&9 still 18.9 percent 
below its 1973 high and th^ total deposits index was 6 percent 
lower. Thus, the Jackson SMSA joins six other metropolitajj areas 
in Michigan ifi which the index of price adjusted total deposits in 
commercial banks was below the pre-recession peak>as of mid'1978.^ 

Chart J8 shows that the {:urrent'dollar volume of loans qt 
commercidl banks in this area exhibited a degree of cyclical 
sensitivity during the 1970 78 period. On a current-dollar seasonally 
adjusted basis, total loans fell 6.4 percent from a high in the first 
quarter of 1974 to a low two years later. That is the third most 
severe decline in loan volun^e among the 1 1 metropolitan areas in 
the Stat©. Only the Battle Creek and Detroit SMSAs experienced 
cyclical declines of greater magnitude, 9.8 percent and 7 percent, 
respectively. Although the behavior of consumer installment loans 
and commercial and industrial loans in the area is not as clear, 

t, Bnttlo CriH)k ia not strictly Comparublo bocuuno itfl bonking dntu jy^gnn in 1972 
comporod to 1970 (or all othor motropolitun arono in (Vlichigun. 

2. Tho other SMSAb ore Buttlo Crook, Buy City, Detroit, Knjninnzoo-Portago, 
LonoingrKoBt LoHHing. unU MUHkogon. ^ 
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several quarters of weakness are apparent in each aeries during 
1974 and 1976, Of course^ like other metropolitan areaa^n Michigan. 
; the current-dollar volume of loans in the Jackson SMSA was well 
above pre- recession levels as of mid- 1978, ^ 

In summary, overall economic activity in the Jackson SMSA has 
been relatively weak over roughly the last ten years. The area has 
experienced slow growth in wage and salary employment, 
attributable largely to the secirlar declirve in its manufacturing base. 
Certainly, the 1973-75 national recession had a severe impact on the^ 
area. And, based on the measures covered in this study, the 
economic recovery and expansion since the recession have not been 
vigorous. In fact, comjpVred to other metropolitan areas in the state, 
the business expansion in the last few years has been* rather weak, 
Consequerkly, the Jackson SMSA and the neighboring Battle Creek 
SMSA dismayed two of the weakest economic performances amohg 
.^etropolit^n areas in Michigan over the period examined. 




Kalamazoo^Portage SMSA 



This metropolitan area is made up of Kalamazoo and Van Buren 
countiies, with the Battle Cr^ek SMSA bordering on ^he east and 
Lake Michigan to the west. In 1977, the Kalamazoo-Portage SMSA 
had a populatio^r of 268,100, making it the- fifth largest 
metropolitan area in the state, ranking just |ihead of the Ann Arbor- 
Ypsilanti SMSA, About 77 pei*cent of the metropolitan population 
resides in Kalam^zoo County, which contains the urban center cities 
of Kalamazoo and Portlage. Between 1970 and 1977 the two-coqnty 
area's population increased by 4 percent, exceeding the statewide 
rise of 2.8 percent. However, the population of Kalamazoo County 
rose only 2.3 percent, while the population of the more rural Van 
Buren County increased 10.1 percent. 

Total personal income in Hb^e Kalamazoo-Portage SMSA 
amounted to $1,719 million in 1976. That represented the sixth 
largest income among the state's* 11 metropolitan areas, ranking 
just b^low the Ann Arbor- Ypsilanti SMSA, which had a personal 
income level of $1,79(]( million in that year. With a per capita income^ 
of $6:610 in 1976, the Kalamazoo- Portage SMSA ranked fifth/ 
somewhat below .the statewide level of $6,767, but still above the 
national level of $6,396. From 1969 to 1976, personal income in the 
Kalamazoo- Portage SMSA grew at an average annual rate of 9 
percent, the fifth highest ]growth rate among the 11 metropolitan 
areas in the state. It should be noted that this metropolitan l^ea is 
not a^ high-wage area. In fact, the average wage in manufacturing 
industries in the Kalamazoo- Portage SMSA is below the statewide 
average, but it ranks fihead of other lower^wage areas like Bay City, 
Grand Rapids, Jackson, and Muskegbti. Thid> of course, is due in 
part to the fact that the automobile industry accounts for a 
relatively small share of the manufacturing base in the area. 

Table Kl shows that in terms of manufacturing, nonmanufac* 
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turing. and government, the distribution of employment In the 
Kalanjazoo Portage SMSA is quite similar to the state as a whole. 
There is one outstanding difference between the two. however. 
Manufacturing employment in the state is heavily concentrated in 
durable goods industries, which accounted for 26,9 percent of total 
wage and sdlary and 80 percent of manufacturing employment in 
1977. In contrast, durable goods industries accounted for slightly 
less than one-half of all manufacturing jobs in the Kalamazoo- 
Portage SMSA. And among the state's 11 metropolitan areas, the 
Kalamazoo-Portage SMSA is the least dependent on cyclically 
sensitive hard-goods industries. The major manufacturing industry 
in the area is the chemicals and allied products group, primarily 
pharmaceutical production. The Upjohn Company is the largest'' 
singPp employer in the area and has been characterized by a high 
degree of cyclical stability, historically. 



TABLE Kl' 

Percentage Distribution of Total Wage and Salary Employment 
- Kalamazoo Portage SMSA and Michigan, 1972 apd 1977 
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SMSA 


Michigan 


Item 


1972 


1977 


19^2 


1977 


Total Wage and Salary 


100.0% 


100.0% 


100.0% 


io5.o% 


Manufacturing 


37.6 


33.8 


36.1 


32.4 


Durables 


18,1 


16.4 


28.1 


26.9 . 


Nondurabbes 


19,5 


17.6 


7.0 


6.5 


Nonntanufacturing . 


42.8 


46.3 


48.0 


49.6 


Government 


^19.6 


19.9 


1^.9 


18.0 



Source: Michigan Employment Security Commission. \ 

Like the other metropolitan areas in the western part of lower 
Michigan, business activity in thd Kalamazoo- Portage SNISA is not 
heavily concentrated in automobile production. In 1977, the 
transportation equipment industry accounted for only 11,4 percent 
of manufacturing employment in the area, well below the 34,7 
percent share statewide. Fabricated metal production accountecTfor 
14 percent of the ared's mtfhufacturing employment in 1977, with 
the bulk of that activity linked to the automobile industry. 
Nevertheless* the Kalamazoo- Portage SMSA has one of the most 
diversified manufacturing bases amonf the metropolitan areas in 
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Michigan with 16.5 percent of the local' industrial workforce 
employed in the production of paper and paper products. Almost 
one quarter of the statewide wage and salary workers in paper 
production had jobs located W|jithin this SMSA in 1977, 

In addition, a large state university, Western Michigan 
University, and several smaller colleges, Kalamazoo College, 
Nazareth College, and Kalamazoo Valley Community Coljlege, are 
locked in this metropolitan area. The heavy concentration of higher 
educational institutions makes the Kalama:^oo-Portage ' SMSA 
similar to the Lansing^East Lansing and Ann Arbor- Ypsilanti 
SMSAs in this respect. ^ 

Business Conditions in the Kalai^azoo-Portage SMSA 

Ldbor Market Conditions 

Key indicators of employment and unemployment activity reveal 
a relatively high degree of cyclical stability and fairly strong growth 
in this area. In fact, oyer the 1970-78 period, the KalanjazoO- 
Portage SMSA experienced the mildesJb cyclical swings among the 
state's 11 metropolitan areas. Local manufacturing and total wage 
and salary employment did suffer setbacks during the 1973-75 
recession, but they were not severe. Manufacturing employment fell 
13.6 percent from a high in the third quarter of 1973 to a low in*the 
second quarter oi 1976. The absolute decline in total wage and 
salary employment was very brief, ^nly two quarters, and ajmounted 
to only a 3.2 percent falFoff, the mildest contraction gmong 
Michigan tpetropolitan areas. 

Chart Kl shows that the downswing in manufacturing 
employment during the retession Was offset to a larg;^ extent by 
increases in nonmanufactaring and government employment in the 
area. While the size arTd stability of the nonmanufacturing and 
government sectors contribute to the overall stability of wage^nd 
salary employment in this area, i(( should be noted that the 
manufacturing sector in the Kalamazoo-PortagJ^ SMSA has 
exhibited less severe cyclical swings compared to other 
metropolitan areas in Michigan. As noted above, this is due to the 
fact that the area does not specialize in durable goods production in 
general, mr in automobile production in p'^rticular, to the extent 
evident in most other Michigan metropolitan areins. 

Chart Kl shows that manufacturing employment increased 
throughout the recent expansion period. By the end of 1978, it wa& 
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18.1 percent above its recession loW and 1.9 percent above its pre- 
recession pdajk. Table K2' shows thaji. except for government 
employment, the major employment categories grew more rapidly 
In the Kalamazoo- Portage SMS A tharj^featewide, The growth of 
nonmanufacturing employment waa^^specially strong, 4.6 percent 
per yepr over the nine-year period compared to 2.6 percent for the 
state as d \yhole. That local growth rate ranks seconiLefily to the 6.2 
percent annual increase in the Ann Arbor Ypsilanti SMSA. The 
growth of* nonmanufacturing employment in the Kalama2;oo- 
Portage SMSA has resulted fron^expansions in the lopal retail and 
service industries, which represent the two major growth sect<3rs in 
the area. 

The jocal unemployment rate, shown in Chart K2. remaii^ed below 
the stat^ average throughout th6 1070-78 period. As ^hart K2 
sh6ws, the local jobless rate did exhibit cyclical swings which 
conformed to natural busjij^^A' cycle patterns. During the 1973-75 
recession, the unejmployment rate rose from b low of 4.6 percent to a 
high of 1 1.7 percent. Despite the sizable runup in the unemployment 
rate, the high In the^ Kalamazoo- Portage SMSA was below the 
statewide Ijigh of 13.4 percent. Moreover\ this was the only 
metrp^olitarl area in Michigan to have a cyclical high below 12 
percent. - * \ . 

TABLE K2 

Average Annual Growth Rates 4>f 
Selected Labor Mi^rkei Indicators 
Kal^ipazoo* Portage SMSA and Michigan* 

(percent) ♦ 



Indi^atqr 

Total wage and salary employment . 

Manufacturing employment 

Nonmanufacturing employment . . 

Ooyernment eniployment ; . 

Civilian labor force 

Uhemployment p^te 

Avenge weekly initial claims for UI 
Average workweek, production 
workers, mfg 



Kalapiazoo- 




Portage 




SMSA 


MichigQLD 


2.7 1 


1.8 


0.6 


0.2 


4.6 


. . '2.6 


2.7 


3.0 


2.8 ' 


2.0 


2.Q 


2.8 


9.4 


7.3 




0.6 

« 



''Kxcept whore ihciicatod oth«rWiA«. (J&timatod growth rotOfl ore boaod on log^linoar 
trqndf? (or tjho 1970 7B porioii. " ^ . 

''Computed-for the 1908-78 period. 
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Since the recession, both the local and statewide unemployment 
rates hav^ fallen substantially. In the last quarter of 1978, the 
seasonally-edjusted jobless rate 'in the Kalamazoo- Portage SMSA 
averaged 5.5 percent. Only the Ann Arbo^Ypsila^tl, Grand Rapids,^ 
and 8«ginaw SMS As recorded lower jobless rates for any quarter 
during 1978. Chart K2 shows that the differential between the state 
and local riites was maintained througljout tke recent expansion. 

For the entire nine-year period, the unemployment rate in the 
KalamQzoo- Portage SMSA did drift upward at an annual rate of 2.6 
percent, Jttst below the growth of 2.8 percent statewide. It shouli^jbe 
noted, however, that except for the Bay City and Grand JRapids 
SMSAs, ^11 metropolitan areas in Michigan exhibited gm upward 
trend in the unemployment rate over tfiese nine years.' The same 
, behavior was evident nationwide, with the ' aggregate 
unemployment rate moving up at an annual rate of 4.3 percent, 
which exceeds the growth in all Michigan metropolitan areas except 
Jackson. ' 

Despite the relatively good performance fifr employment and 
unemployment in the Kalamazoo- Portage SMSA, initial cUiiris for 
unemployment insurance grew at a relatively rapid rate. Table K2 
shows that over the 19^8-78 period, average weekly imtial claims 
gk-ew at an annual rate of 9.4 percent as compared to 7.a'percent 
statewide. Moreover, this upward trend, which is quite evident in 
Chart K3, was the third highest among the state's 11 jmetropolitan 
areas. Only the Battle Creek and Ann Arbor- Ypsilanti sImsAs, with 
growth rates of 10 percent and 11.1 percent, rdspecRvely, ^ 
experienced a greater upjirard drift in initial claims. ' i 

However, the cyclical swings in average weekly initial claims were 
relatively mild in the Kalamazoo^PortQge SM^A. They rose 177.6 
percent during the 1969-70 recession and 25& percent during the , 
more severe 1973-^5 slump. I-n each' instance, the increase? in this, 

♦area, ranked third lowest among the 11 metropolitan areas in 
Michigan «nd were below the statewide increase of 193.2 percent 
and 301.1 percent for the two recesision periods, respectively. But 
ihe declines during the expansion periods were also relatively mild. 

••[As Chart K3 shows, the 1973 low in average weekly initial claims" 
was well above the 1968 low. By the end of 1978, after more than 

* three years of decjiin?, average weekly initial claims in this area were 
^ti|l 62.3 percent above their pre-recession low. Thus, the relatively 
stable behavior, of initial claims, reflected in the moderate runups '. 
during recessions and even more moderate' falloffs during 
expansions, has given rise to a fairly strong upward drift over the 
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ten-year period. In many areas where the cyclical swings have beery 
much more pronojunced. the Flint and< Saginaw SMSAs. for 
example, the growth rate over the Entire period has been much 
lower. 

The average workweeljc of production workers in manufacturing in 
the local area, shown in Chart K4. is also fairly stable. During the 
1973-76 necessionv the average worlcweek in the area fojl 7 percent, 
ranking behind the Bay City. Battle Creek, and Grand Rapids 
. SMSAs in terms of mildness. As would be expected, the areas in 
Michigan less dependent on the automobile industry exhibit much 
less cyclical volatility in hours worked in local manuf^pturing 
^^■^"•=*4«dfrStries. During the nine-year period, the a veri^ workweek 
moved up and down with the business cycle, varying between a high 
of 43.3 hours in early 1970 and a low of 39.7 hours in the first 
quarter of ia'^6. Chart K4 sh(tws that/ since that time, average 
weekly hou/s have expanded in the arra but failed \o reach the high 
recorded duting^arly 1970. Consequently, this local series exhibits 
a modest downtrend of 0.3 percent per year over the period, 
compared to a l3lightrupwi|g^TO\^^^ of 0.6 percent statewide. Over 
the period exafmined. the MlamazdQ- Portage SMSA was the only 
metropolitan are»r in'^ichigan to display negative growth in the 
average workweek. 

Construction 

Building activity in the Kalamazoo- Portag^e SMSA. reflected in 
new building permits for private housing and construction 
employment, exhibits a high degree of cyclical sensitivity. Chart K6 
|how8 that the moving average of new building permits in the area 
(the solid line) led national business cycle peaks Qnd troughs by 
considerable margins. As a result, new building permits rose 
throughout the two national recessions, giving the impression of 
countercyclical behavior. But the oyerall behavior of new building 



demOhstratQ. The upswings during recessions are simply the result - 
of long lead times that characterized this local series during the 
period. 

The magnitudes q( the cyclical swings wore relatively large. New 
building permits dropped 68.3 percent and 76.3 percent in the 
1967-69 and 1972 73 periods, respectively. In the late 19608. only 
the Lansing^East Lansing SMSA registered a more severe decline. 
In addition, the downswing in the Kalamazoo^ Portage SMSA in the 
late 19608 was longer and considerably greater than the 21.6 
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percent fall recorded ^or Michigan as a whole and the 24.5 percent 
decline in new building permits i\alionVvide, However, while the 75.3 
percent. drop in the local series during the last recession was not 
considerably greater than the 69.1 percent decline nationwide, it 
was well above the 66.2 percent falloff for the state as a whole. 

As Chart KS shows, the expansion phases have been fairly strong, 
with new building permits rising well above their cyclical lows. 
Preliminary data for 1978 put the most recent high in the moving 
average 212 percent above the recession low. Despite this sizable 
increase, the Index of New Building ^Permits in the Kalamazoq^ 
Portage SMSA has not riserf^jabove tl^e 1972 peak. A similar 
situation exists nationwide, statewide, and in all other Michigan 
metropolitan areas except the Jackson SMSA, 

Chart K6 shows that employment in the local construction 
industry lagged at national bUvSiness cycle peqijcs apd troughs. The 
lag at the two troughs is characteristic of this series in nearly all 
Michigan metropolitan areas, with the lag after the 1975 business 
cycle trough being particularly long. The peak in construction 
employment did not occur until midway through the recession, and 
this lag is attributable to unique local factors, mainly an increase in 
nonresidential building \A 1974, that boosted employment. 
Compared to other metropolitan areas in the state, the peak-to- 
trough fall in construction employment of 18,2 percent was mild. 
Only the Muskegon SMSA experienced a less severe downswing. As 
Chart K6 shows, construction employment in the Kalamazoo- 
Portage SMSA rose substantially during 1977 and 1978. The recent 
high in the second quarter of 1978 was about 2.3 percent aboVe the 
peak in 1974. Thus, this area joins five other metropolitan areas in 
the stdte in which construction employment in 1978 moved above 
pre-recession highs.' For the entire 1970-78 period, construction 
employment in the Kalamazoo- Portage SMSA grew at an annual 
rate of 1.2 percent, ranking fourth highest among the 11 Michigap 
metropolitan areas and exceeding the 0.4 percent growth statewide. 

Banking Activity 

The Kalamazoo- Portage SMSA outperformeci the state as a whole 
in terms of growth and cyclical swings in key indicators jof backing 
activity. Table K3 shows that the growth of demand and total 
deposits at local commeraial banks was more rapid than statewide 
during the 1970-77 period. However, while the 6.9 percent annual 

1. Tho othor arooH Qro Hay City. Dotroit. Flint, Urond Uopidd. and MufikoKon. 
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growth rate for demand depoBits ranks first among the 11 
metropolitan areas in Michigan, the 8.9 percent ^growth of total 
deposits ranks a surprisingly low sixth, 

TABLE K3 

Average Annual Growth Rates of 
Selected Commercial Bankin^H^^icatora 
Kalamazoo-Portage SMSA and Michigan* 



(percent) 




a tor 



Demand deposits (current dollars) 

Deflated'demand deposits^ 

Total deposits (current dollars) . 

Deflated total deposits** 

Total loans (current dollars) 

Commercial and industrial loans 
(current dollars) 

Consumer installment loans 
(current dollars) 



Kalamazoo- 
Portage 
SMSA 


Michigan 


6.9 


3.7 


c 


-3.0 . 


8.9 


7.3 


2.0 


0.4 


9.4 


7.6 


10.8 


7.3 


12.6 


9.1 



"Except whore indicated othorwiso, oatimoted growth rates are bqaod on log- 
linear trends for the 1970-78 period. 

Current dollar values adjusted for changes in the U.S. Consumer Price Index. 

'^Lqhb than one-tenth of one percent. 

# ■ 

Over theM970-77 period, the current-dollar volume of loans 
expanded at an annual rate of 9.4 percent, fourth highest among the 
1 1 metropolitan areas in Michigan. Consumer installment loans 
grew at a relatively rapid rate of 12.6 percent over the eight-year 
period, ranking only behind the 14.6 percent grOwth in the Saginaw 
SMSA. But the 10.8 percent growth in the current-dollar volume of 
commercial and industrial loans ranks fifth among the 11 
metropolitan areas, behind the Saginaw, Ann Arbo^Ypsilanti, 
Muskegdn- Norton Shores-Muskegon Heights, and Grand Rapids 
SMSAs. 

Chart K7 shows the behavior of total deposits and demand 
deposits over the entire period. Both series have been adjusted ior 
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CHART K7 
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price changes and put in index form, 1972=100, Aa is thfe case in 
nearly all other metropolitan areas in the state, both indexes began 
to fall before the 1973-76 recession started, and their cyclical 
declines continued for several quarters after the recession ended, Of 
course. th« cyclical downswing in the total deposits index, 14.7 
percent, was less severe than that of the Index of Deflated Demand 
Deposits which fell 26,1 percent; but while the latter was milder 
than the decline statewide, the former was more severe. In fact, the 
downswing in deflated total deposits in the Kalamazoo- Portage 
SMSA was the fourth most severe arpong the state's 11 
metropolitan areas. Several areas which experienced severe declines 
in manufacturing employment due to the slump in the automobile 
industry during the recession, Ann Arbor-Ypsilanti. Flint, and 
Saginaw, for ex^mple, suffered milder setbacks in total deposits 
than the Kalamazoo- Portage SMSA, Since the recession low. both 
series have expanded, but by mid- 1978 neither had surpassed its 
pre-recession peak. 

The current-dollar volume of loans is shown in Chart K8, 
Consumer instljfllment loans experienced a slowdown in growth 
during the recession, but that was rather brief. The growth of 
commercial and industrial* loans also slowed substantially as a 
result of the recession. But after remaining fairly level from 1974 to 
1976, they expanded in 1977 and, like consumer installment loans, 
were considerably above recession levels as of mid- 1978, Total loans 
in the Kalamazoo-Portage SMSA were more cyclically sensitive, 
declining 6.1 percent in current dollars during the recession. Only 
the Battle Creek, Detroit, and Jackson SMSAs had relatively larger 
declines in total loans. However, as Chart K8 shows, the current- 
dollar volume of total loans in the area rose substantially during the 
recent expansion, In the second ^uart^ of 1978. they were up 32.1 
percent from a low in 1976 and 26,6 percent above the 1974 peakr 

Overall, then, the Kalamazoo- Portage SMSA was the most 
cyclically stable metropolitan area in the statci in terms of wag« and 
salary employment and the unemployment rate. However, 
indicators of local construction and banking activity exhibited a 
higher degree of cyclical volatiUty, Nevertheless, this area ranks 
with the (Grrand Rapids SMSA in terms of overall cyclical stability. 




Lansing-East Lansing SMS»A 



The Lansing-East! Lansing SMSA includes four counties in the 
south ceijtral part of the lower peninsula: Ionia, Eaton, Clinton, and 
Ingham. From 1970, to 1977, the population of Eaton County rose 
15.6 percent,. followed by increa8§s pf 12.5 percent in Clinton, 6.8 
percent in Ionia, and 4.2 percent in Ingham County. The result was 
a 7.3 percent increase in the population of the Lansing-Edst Lansing 
SMSA over that period, the largest rise among the./ state's 
metropolitan areas and considerably above the 2.8 percent increase 
statewide. In 1977, the Lansing-East Lansing SMSA had an 
estimated population of 455,1 OO; making this metropolitan area the 
fourth largest in Michigan with 5 percent of the state total. 
Although four counties comprise the metropolitan area, 60 percenbi^ 
of the populatipn lives in Ingham County, where the central cities of 
Lansing and East Lansing are located. 

This metropolitan area also ranked fourth in terms of total 
personal income, estimated at $2,853 million in 1976. Over the 
1969-76 period, personal income in the'area rose at iin annual rate oi 
9.3 percent, third highest among the 11 metropolitan areas in the 
state. However, the Lansing-East Lansing SMSA ranked only 
seventh in terms of per capita income. In 1976, its per capita income 
was $6,377, which was below the statewide level of $6,757 and 
slightly less than the nationwide leVel of $6,396. 

Table LI shows that this metropolitan area, which has the state 
capital located jin the City of Lansing and Michigan State 
University in East Lansing, has a large government sector 
compal-ed to the,8tate as a whole. In 1977, 35.2 percent of the area's 
wag© and salary workers were employed in publicly funded jobs, 
nearly twice the size of the government employment share 
statewide.. Only the Ann Arbo^Yp8ilanti SMSA, with 32,6 percent 
of its wage and salary employment accounted for by government, 
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had a public sector whose relative share came close to thattof the ' 
Lansing East Lansing SMSA. The 10 other Michk:an metropolitan 
areas had leas than 20 percent of their wage anE salary workers 
employed by the public sector in 1977, 

TABLE LI 



Percentage Distribution of Total Wage and Salary Employmdnt 
Lansing-East Lansing SMSA and Michigan, 1972 and 1977 



Item 


Lansing-Ea^t' 
Lansing SMSA 


1 

Michigcm 


1972! 


1977 


1972 


1977 


Total Wage and Salary 


100.0% 


100.0% ■ 


100.0% 


100.0% 


Manufacturing 


25.0 


22.9 


86.1 


32.4 


Durables. . j 


22,2 


20.2 


28.1 


26.9 


Nondurables 


2.8 


2.7 


7.0 


6.6 


Nonmanufacturing . . 


42.0 


41.9 


48.0 


49.6 


QovernQient , , . 


33.0 


. 35.2 


' 16.9 


18.0 



"i 



Source) Michigan Employment Security Commission. 

As 'table Ll shows, the manufacturing sector laccounts for a 
smaller proportion of wage and salary employment in this area than 
statewide. In 1977. 22.9 percent of total wage and salary 
employment in the Lansing-East Lansing SMSA was accoufited for 
by .manufacturing ^industries. And nianufacturing in the area was 
heavily concentrated in*^urable goods production linked closely tp 
the automobile industry. In' 1977, 63.8 percent of the area's 
manufacturing workers were employed by the transportation 
equipment industry and another 11.6 percent employed by the 
metal industry. Among the state's metropplita|i areas only the Flint 
SMSA had a Kigher percentage of its manufacturing workers 
employed by the transportation equipment industry. Of course, the 
Lansing*East Lansing SMSA has a relatively high wage structure 
and a relatively long workweek, like other areas heavily dependent 
on the automobile industry. However, it is^this industry that largely 
accounts for the sizable cyclical swings in manufactutting 
employment in this palrt of the state. 
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Business Conditions in the Lansing-East Lansing SMSA 



Labor Market Conditions 

The major employment categories, shown in Chart LI. reveal a 
fairly high degree of cyclical sensitivity in local manufacturing^ 
employment and relative stability in nonmanufaCturing and 
government employment. The latter was unaffected by the 1973-75 
recession and continued to j?row. That growth was fairly steady 
throughout the 1970-78 period at an annual^rate n^f 3.5 percent, 
slightly above the 3 percer^t growth statewide {i^e Table L2). 
NonmanufaCturing in the area did fall off for^a brief period in late 
1974. but the decline was very slight. In contrast, employment in 
the cyclically sensitke manufacturing sector fell 24.6 percent 
during the recession, the fourth most severe contraction among the 
state's 11 metropolitan areas. Because that fairly sizable drop 
directly affected less than one-fourth of tjhe workers in the* area> 
total wage and salary employment ejcperienced a moderate decline 
^ of 3.9 percent during the recession. That was the secdnd mildest 
slump among the metropolitan areas |n the state, ranking just 
behind the 3.2 percent decline in total wage and salary Employment 
in the Kalamazoo* Portage SMSA* 

TABLE L2 

Average Annual Growth Rates of 
Selected Labor Market Indicators 
Lansing-East Lansing SMSA and Michigan* 



(percent) 



Indicator 



Total wage and salary employment 
Manufacturing employment ..... 
NonmanufaCturing employhient 

Oovernmenii employment 

Civilian labor force , 

Unemploymentrlite 
Average weekly initial claims for UI** 
Averago w6rkweek. production 
workeirs, mfg 



LangihgrEas(^,i 
LmbUHi SMSA 




Mjg higan 



\ Except whoro indicatod othorwl^o, ostimatod grbVth routes arc basod on log-linear 
trends for the 1970-78 period. 

^'Computed for the 1968'7« period. 
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Chart Ll shows that each employment cdtegory has increased 
substantially during the recent expansion. By the end of 1978, the 
area's manufacturing employment stood 2.1 percent above its pre- 
recession peak. As ^ result of its fairly strdng recovery since the 
recession, manufacturing erhployment exhibited a slight positive 
growth for the nine-year period of 0.6 percent per year. Table L2 
shows that for the 1970-78 period each of the four enfployment 
categories grew more rapidly in the Lansing-East Lansing jSMSA 
than in the state as a whole. The 2.7 percent annual growth rate in 
total wage and salary employment ranks third, alohg with the 
Kalamazoo- Portage SMSA. among the 11 metropolitan ar?as in 
Michigan, behind the 3.1 percent and 2,8 percent growth in the 
Grand Rapids and Ann Arbor-Vpsilanti SMSAs. respectively. • 

Chart L2 shows that the jobless rate in the Lansing-East Lansing 
SMSA moved closely with the state average during ^le 1970-78 
period. The local unemployment rate genet-ally remained below the 
state average during the expansion periods from 1971 to 1973 and 
1976 to 1978. but was about equal to the statewide rate during 
recessions. During ^e 1973-75 slump, the jobless rate in the 
Lansing-East Lansing SMSA rose from 4.4 percent to 13.4 percent, 
conypared to the ri^e in the statewide rate from 5.4 percent to 13.4 
percent. By the las(t quarter of 1978 the local unemployment rate 
had Cpllen to 6.0 t/ercent. a full percentage point below the state 
quarterly average. How^ever.' over the nine-year period the 
unemploymei^t rate in the Lansing-East Lansing SMSA d if ted 
upward at a 3.3 percent annual rate, compai-ed to 2.8 percent for the 
state as a whole, ffihat -represents the fifth highest growth rate 
among Michigan i^Jbtropolitan areas. 

Average weekly initial claims for unemployment insurance 
exhibited a pattern of behavior over the 1968-78 period quite similar 
to the state/as a whole (see Chart L3). The major difference between 
the two is that the local series jumped up considerably at th^ 
beginning/of each recession, most notably at the start of the J973-75 
slump. Similar behavior , occurred in tlje FJint SMSA, whose 
manufacturing sector js also dominated by General Motora 

Average weekly initial claims have fallen substantially since the ^ 
recession but. as Chart L3 shows, the levels in 1978 were still above 
the cyclical low in 1973, This situation is evident in all Michigan 
metropolitan areas, the state as a who^e. and the 'nation.* Howevw. 
f ■ - ... ^ 

1. In tho Soginnw SMSA. tho quarterly iivorago hns twice dippod below pro- 
roc^flsion levels but hflfi not remained there. 
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CHART L4 

AVERAGE WEEKLY HO^URS OF PROOUCttON WORKERS IN lyi/^NUFACTURING INDUSTRIES 
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for the entire 1968-78 period, fnitial claims in tho Lansin'g^East 
Lansing SMSA grow at a slower annual rate than the state, 4,4 
percent compaired to 7.3 percent, and that local growth rate ranks* 
fifth lowest among the metropolitan areas in Michigan, well 
below the most rapid growth of U.l percent per year in the Ann 
Arbor-Ypsilanti SMSA, v^'^^* 

The average workweek of manufacturing production workers in' 
the Lansing-East Lansing SMSA^as the most cyclically volatile 
amoVig the metropolitan areas in the state. Of course, this is not 
sut^prising* given the heavy dependence on autom©bile.production in 
the area's manufacturing sQct^iP. Other motropolitan areas in^ 
Michigan with similar extreme concentrations in manufacturing, 
for examplp, FlintuSaginaw. and Arhi Arbor Ypsilanti, also exhibit 
a high degree of/*volatility. Chart, L4 shows that the average 
workweek rose to Almost 46 hours in the second quarter of 1973. 
then plunged 14,6 percent during the recession/ That contraction 
was the most s^^vgre amon^he state's metropdlitan areas, ranking 
just ahead oKlKe decline in tne Flint SMSA, Since the recession, the 
average workweek in the area has risen substantially, but the moat 
recent high of 4^,8 hours in early 1977 was still below the 19^3 peak. 
Ui both the Flint and Saginaw SMSAs. whereihe sensitivity of the 
average workweek is similar to that of the Lansing-Ea&t Lansing 
SMSA, hours worked in manufacturing 'have risen above pre- 
recessipn levels during the current expanSton. 

Construction 

Construction activity in the area is highly cyclically sensitive. 
Chart LB shows that new bjailding permits for private housing 
moved up and down with swin^ in national business activity, but 
with a lead particularly at" peaks. As the chart shows, the moving 
average of the unadjustnotHfndt^x of New Building Permits began 
falling about seven quarters before the 1969-70 recession started, 
ijnd the following upsw^ig began .before the national recession 
ended. This behavior is exactly the same as the national Index of 
New Building Permits during that period. The local dqwjjsvf ing was 
,.much more s^ere. hoWev6r, Firom peak to trough the moving 
average fell 63.4 p^>rcent in this SMSA; compared to a 24,6 percent 
drop in the national series and a 21.6 percent drop statewide. That 
slump in new building^permits in t)ie Lansing-Ea&t ^ansing SMSA 
was the second most sevefe amohg; the dtate'jT^l 1 nfietropolitan 
areas, ^ i' 

Lik<} most other areas in' Michigan, new gilding Jiern^ts 
recovered strongly during the 1970-73 expansion, then plunj^ed 7L2 
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CHART 1 5 . 
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percent during the 1973-75 recession. Since the low in early 1976. 
new building permits in the area have risen, but preliminary data for 
1978 show that recent highs in the moving average are still 
considerably below the pre-recession peak. A sifnilor situation 
exists in the st«te. the nation, and all Michigan metropolitan areas 
Hxcept the Jackson SMSA. 

Employment in the local construction industry was especially 
hard hit during the last recession, dropping 24.2 percent from a high 
in the second quarter of 1973 to a low in the first quarter of 1977. 
That/ represents oijp of the longest slumps in construction 
employment among Michigan metropolitan areas. Chftrt L6 shows 
that construction employment in the area remains depressed, with 
little upward momentum evident. As a result, the Lansing-East 
Lansing SMSA has had the weakest recovery for this series among 
all Michigan metropolitan areas. By the last quarter of 1978. local, 
construction employment was still 13 percent below its pre- 
recession level. Because of this weak recovery following a relatively 
severe slump, construction employment declined at an annual rate 
of 15 percent over the entire 1970-78 period. The Lansing-East 
Lansing SMSA, therefore, joins five other metropolitan areas in the 
state. Ahn Arhor-Ypsilanti. Battle Creek. Flint. Jackspn. and 
Saginaw, where employment in the construction industry exhibited 
negative growth over the nine-year period. 

Banking Activity 

Deposits and loans at commercial banks performed somewhat 
more poorly in the Lansing-East Lansing SMSA than in the state as 
a whole over the 1970-78 period. Table L3 shows that the growth in 
total l6an8 and deposits was slower in the local are^ than statewide. . 
Moreover, the 6.6 percent annual growth in the current-dollar 
volume of total loans was second lowest among the metropolitan 
areas in Michigan, ranking just above the 6.3 percent growth in the 
Detroit SMSA. However, the 10.2 percent annual growth in 
consumer installment bans ranked fourth highest and commercial 
and industrial loans fifth highest among Michigan metropolitan 
areas, and both rates exceeded the growth in those loan cfTtegories 
in. the state as a whole. 

Chart L7 showi^ that after acf^stment for price increases, demand 
and total deposits in tl^.area experienced a long downswing lasting 
18 and 13 quartern, r^^j^bctively. Those declines were^also rather 
sizable. Deflated demancud fell 28.6 percent, and deflated 

total deposits declined IpJ percent over that period. The former 
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It 

was the fourthPiooTt severe drop among the 1 1 metropolitan area^ 
and the latter Wnked second, along with the decline in the Battle 
Creek SMSA. In addition, Chart L7 reveals that expansions in both 
* local series have been rather weak. As ft result, in mid- 1978 both 
indexes were still well below pre-recession levels. 



^ TABLE L3 i 

Average Annual Growth Rates of 
Selected Comnniercial Banking Indicators 
Lansing-East Lansing SMSA and Michigan** 

(percont) 



Indicotur 

Demand doposits (current dollars) 

Deflated dmnand deposilH ' 

'Potal deposits (current doLlars) 

Doflatod total deposits ^ 

Total loans (current dollars^ 

Coinmer'cial and induHtrial loans 
(Current dollarH) / . . 

Cohsumer installment loans 
(current dollars) 



a LanHing-Eaat 
LdnHinK SMSA 


Mtchigan 


3.9 


• 3,7 


-2.8 


-3.0 


6.2 


7'.3 


-0.6 


0.4 


■ 6.6 


7.(5' ■ 


- 8.7 • ' 


7.3 


10.2 


9.1 



'^Hxcopt where indicated otherwiae, Ofltimnted growth ratea are haaed on log-linear 
trend« for the 1970-78 period. 

'*Curr«nt-dollar values adjusted for changes in the U.S. (^onauiner Price Index. 

Thecurrent-doriar volume of total loans fell briefly during the last 
recession by about 5 J percent. That slijimp rankl3 fourth in severity 
among the state's metropolitan areas. Brief declines were also 
evident in consumer installment loans 0nd commercial mjA 
industrial loans during the recession. Chart L8 shows, however, that 
the current-dollar volume of loans hus^xiDanded considerably since 
the recession. By mid- 1978 total loans t^d increased 17.9 percent 
froai the cyclical low in the second quarti^r of 1976. 

In summary, the Lansing-East Lansing SMSA exhibited a good 
deal of variation in growth and fluctuations among local economic 
activities. Total wage and salary employment was characterized by 
relative cyclical stability and fairly strong growthVompared to 
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other metrqpolitan areas in the state. On the other hand, the 
manufacturing sector exhibited a good deal of cyclical voj^tility, 
with employment and hours worked experiencing sizable upswings 
and downswings. Construction ^ctivity was also subject to largo 
cyclical swings. A most notabl€^|^aracteristic of this area was the 
relatively weak recovery in construction employment after the last 
recession. F'inally, the area's banking performance was not 
particularttj^strong, with total ^oans and deposits at commercial 
banks growing at relatively slow rates. 
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The Muskegon-Norton Shores-Muskegon Heights SMSA 
(hereafter referred to as the Muskegon SMSA) is made up of two 
counties. Muskegon and Oceana, located in the west cenDl^ai part of 
tjl^0 lower peninsula on the Lake Michigan shoreline. In terms of 
population; it is one of the smallest metropolitan areas in Michigan. 
In 1977/ its population of 179.000 made ft the third smallest 
metropolitan area, ranking just ahead of the Bay City and Jackson 
SMSA*. petween 1970 and 1977. this area's population rose by Only 
2.1 percent, with the population of Muskegon County rising a mere 
0.4 percent. Djuring this eight-year period the two-county region 
experienced an estimated net outmi^ation of 3.4 percent, which 
offset a natural rj'se--births exceeding deaths— of 6.6 
percent.resulting in a modest overall population increase. Among 
the state's 11 metropolitan areas, only Battle Creek. Detroit, and 
Flint experienced slower population growth. 

Total personal income in the area amounted to $980 million in 
1976. niAth largest among the 11 metropolitan areas. However, the 
Muskegon SMSA has the distinction of having the lowest per capita . 
income. In 1976. the area's per capita income was $5,496* which was 
well below the statey^ide Ifevel of $6,767 and the high of $7,496 in the 
Detroit iSMSA. In the same yea», average weekly manufacturing 
wages in the MUskegon SMSA were the second lowest in the state. 
lAoreover. income growth was quite slow during the 1969-76 perio^f. 
with personal income rising At an annual rate of 7.7 percent, pecond 
lowest among the state's metropoliton areas. 

Table Ml shows that the Muflkegon SMSA is more dependent on 
the manufacturing sector for jobs than is the state as a whole. In 
1972, 42.1 percent of it0 wage and salary workers were employed by 
ntfanufacturing fifms^ That proportion had fallen to 37.0 percent by 
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1977. Only the Saginaw arid Flint SMSAs are morfr dependent on 
manufacturing, each having more than 40 percent of their wage and 
salary workers femplgyed by manufacturing firms. 

TABLE Ml ■' ' 

Percentage Distribution of Total Wage and Salary Employment 
Muskegon-NortoQ Shores-Mfiskegon Heights SMSA and Michigan 

1972 and 1977' , 



Item 


MuBkegoQ SMSA , . 


Michigan 


1972 


1977 


1972 , 


1977 • 


Total Wage and Salary 


100.0% 


100.0% 


100.0%'' 


'ioo,o% 


Manufacturing 


42.1 


37.0 


^—36.1 


32.4 


Durables 


36.0 


31.6 


28.1 


26.9 


Nondurables 


6.1 


6.4 . 


7.0 


6.& 


Nonmanufacturing \ 


42.8 


46.4 


48.0 


49.6 • 


Government 


15.1 


17.6 


16.9 


18.0 



Source: Michigan Employment Se-fcurity Commission, 

Table Ml also shows that this area's^manufacturing employment 
is heavily concentrated in durable goods industries. The metal and 
nonelectrical machinery industries are the n>ajor employers in the 
area, accounting for slightly more than 68 percent of manuf61;kiring. 
errtjpioyment ih 1977, However^ those industries have not beeh ex- 
panding in the Muskegon SMSA and, asj^a result, the ^ea's 
manufacturing base has been shrinking for some time. I^hus, the 
area's economy exhibited behavior characteristic of declining urban 
2 areas; slow growth of population^; employment and income, and a 
high unemployment rate over a relatively lonjg period of time. 



Business Conditions in the Muskegotl SMSA 

Labor Market Conditions 

The most notable feature of total wage and aala^^y employment in 
this area during the 1970-78 period is its relatively slOw growth, 
Table M2 f^hows that wagei and salary employment grew at an an- 
nual rate of 1.6 percent over that nine-year period, compared to 1.8 
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( 

percent for the state as a whole. Moreover, the employment growth 
in the Muskegon SMSA only ranks ahead of the three slowest 
growth areas in Michigan, Battle Creek. Jacksc;^. and Detroit, 
which had annual grow4^ rates for wage and salary en;>ployment of 
0.9 percent, LI perc^ent, .and 1.3 percent, respectively, over that 
nine^year peri|)d. In addition, the growth of the labor force in the 
area wa» quite hiodesC, 1.4 percent per year. Only the Battle Creek 
and Detroit SMSAs exhibited slower labor force growth from 1970 
tol978. 

ft 

TABLE M2 

Average Annual Growth Rates of 
Selected Labor Market Indicators 
Muskegon-Norton Shores-M^uskegon Heights SMSA and Michigan' 



(percent) 





Muskegon 




Indicator ' 


Heights SMSA* 


Michigan 


Total'Avage and salary employment . 


1.6 


1.8 


Manufacturing employment 


-1.1 


0.2 


Nonmanufacturing employment 


3.0 


2.6 


Government employ ment 


; 4.6 


3.0 


Civilian labor force ... 


1.4 


2.0 


Unemployment ratp . 


I'O 


2.8 


Average weekly initial claims for Ul'' 


6.8 


7.3 


Average workweek, production 




^ 


workers, mfg 


0.4 


0.6 



"lOxcept where fndilated otherwise, en ti ma ted growth rotes are based on log- linear 
trondrt for the 1970-78 period. 

**Computed for the 1968-78 period. 

Like the Battle Creek» Detroit, and Jackson SMS As, th^ 
Muskegon SMSA experienced negative growth in manufacturing 
employment over the 1970-78 period. It is the'decline in the area's 
manufacturing base, reflected in this downtrend, that accounts for 
much of the »low growth in total wage and salary employment. As 
Chart Ml shows, the long-term decline in manufacturing reduced 
that sector from the largest in the area to the second largest, behind 
nonmanufacturing industries, a situation that ho^existed since the 
last recession, .During the recession, local manufacturing employ- 
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CHART M-1 
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ment fell 15,3 percent. While that was the second mildest cyclical 
ciecline among the state's 1 1 metropolitan areas, it was followed by 
a weak recovery in which, as Chart Ml shows, the area's 
manufacturing employment remained below its pre^recession peak. 
By the end of 1978, local manufacturing employment was 11,7 
percent above its recession low of late 1975. but still 5,4 percent 
below its 1974 high. Only in the Battle Creek and Jackson SMSAs 
Vvere manufacturing employ meht levels in the last quarter of 197^ 
farther below thejir pre-recession peaks. 

Because of the relative stability of nonmanufacturing 
employment and the^nse in government employment in the area 
during the last r^ssion. total wage ahd salary employment 
bohaved.comparatively well, declining just 4,3 percent from peak to 
trough. That was the third mildest contraction among the state's 
metropolitan areas, ranking just behind the declines of 3,2 percent 
and 3,9 percent in the Kalamazoo- Portage and Lanmng-East 
Lansing SMSAs. respectively. However, unlike those two areas, the 
expansion of wage and salary employment in the Muskegon SMSA 
since the recession has been quite modest. By the fourth quarter of 
1978, this area's total wage and salary employment was h percent 
above its 1974 high/. Only the Battle Creek. Detroit, and Jackson 
SMSAs performed more poorly in this respect, / 

The weakness of the local economy is also reflected in. its 
unemployment rate which, as Chart M2 shqws. remained above the 
f?tate average throughout the 1970-78 period. The local jobless rate 
rose to a seasonally-adjusted high of 11,4 percent in the fourth 
quarter of 1970, Among the state's 11 metropolitan areas, only 
Flint registered a higher jobless rate during the 1969-70 recession. 
During the expansion period from 1971 through 1973. Muskegon' 
\^s the only metropolitan area in Michigan where the 
unemployment rate remained above 6 percent, with the cyclical low 
of is, 5 percent occurring in the first quarter of 1974. The 1973-75 
national recession, combined with a shrinking manufacturing base 
in the area, recited in a 16,5 percent unemployment rate by th0 
third quarter of 1976, Again, only the Flitit SMSA registered a 
higher unemployment rate. Chart M2 shows that while the local 
unemployment rate has fallen considerably during the recent 
business expansior\. it remained over 8 percent for 197Hf highest 
among Michigan metropolitan areas and well above the state 
average. It is quite clear from the behavior of the jobless rate that 
the unemployment situation was worse in this metropohtan^irea 
than in any other in Michigan over the 1970-78 period. / 

/ 
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CHART M3 
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There is nothing particularly surprising about the behavior of 
average weekly initial clainms for unemployment insurance in the 
Muskegon vSMSA. Chart M3 shows that over the 1968-78 period, 
state and local claims tended to rise and fall in similar cyclical 
patterns. During the 1969-70 recession, initial claims rose 227.2^^ 
pQrcent in the Muskegon SMSA, compared to 19^2 . percent 
statewide* However, the magnitude of the cyclical upswing during 
the 1973-76 recession was greater for the state as a whole than for 
the local area. 30 M percent compared^o 198,3 percent. The 
decll nes in initial claims during the business expansion periods were 
about the same, 'liable M2 shows that for the entire eleven-year 
period, average weekly initial claims for unefnployment insurance 
grew at an annual rate of 6.8 percent, slightly below the statewide 
growth rate of 7.3 percent. The growth rate in the Muskegon SMSA 
ranked below that of four other Michigan mqtropolitan'areas, ah 
interesting feature of locaj labor rflarket behavior which may be due 
to the relatively slow growth of employment and the high 
ujiemplojjjment rate in this area, which did not allow insured UI 
claimants to requalify for benefits. • ^ * 

Finally, the average workweek of manufacturing production 
workers varied less in the Muskegon SMSA than in the state as a 
whole. Chart M4 show's that the averagp workweek rose to about 
42.6 hours in the second quarter of 1973, belqw the peak o{^44.2 
hours for the state as a whole. The decline pf 7,1 percent during the 
1973-75 rece^^sion wps less si^vere than the statewide contraction of 
9.7 percent. In addition, six other metropolitan areas ift Michigan 
e));perienced more severe d^(w|^<Iuri'^g the last business slump. 
The average wprkWeek- in tffllilwea has recovered substantially, 
rising in Kite 1977 to a level above the pre- recession peak. That 
situation has not occurred for the state as whole. 

Construction 

Building activity, in the Muskegon SMSA did not reflect the 
weaknesses evident in the loOal labor maYket* Both new building 
perhiits for private housing and employment in {,he local 
construj:tion industry exhibited a fair ^amount of strength compared 
to many other metropolitan areas in Michigan. This is somewhat 
BUrpi^ising given the relatively weak performance of income and 
©mplioyment in this area. 

Chart M6 sho^s tjie Index of New Building RermiEs by quarter Jn 
its unacpusted form (dashed lirte) and a nn(Oving average (solid line). 
As is bh4 case in other Micliigan metropolitan anead^ new building 
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pOrmits in 'the Muskegon SMSA move ia/a cyclical manner, 
generally conforming to nationial business cycl^ patterns^with a 
lea<| at peaks. The magnitude of the cyclical swings was larger for 
this local aTea cotnpared to the state and nation. During the 1969-70 
recession, new building permits (the moving average in Chart M6) 
fell ay por#nt in,the Muskegon SMSA. 1^h«(fecli ne statewide was 
a comparatively modest 21.6 percent, while nationwide new 
building pern^its fell 24. 5- percent. Of course, the contraction during- 
tjijj/f^73-75 national recession was (JOnsiderably more severe. New 
building permits dropped 72.7 percent in the Muskegon SMSA, 56.2 " 
percent in the state as a whole, and 69.JI percent nationwide. It # 
should bS noted that during this period, 9 of 1 1 metropolitan areas 
in Michigan experienced a more siijable falloff in new building 
permits' than did the sb^te as a whole. .Thus, the behavior in the 
Muskegon^SM||4^s quite similar to most other metropolitan areas 
iit the stat^yj^ng the recession in the m'id- 1970S'. 

Chart M6 shows that the expansion of new bujlding permits>since 
the recession appears to be rather short, with a decline evident from 
mid-1976 to nMd-1977. Preliminary data for 197-8 reveal, however, > 
that the Index of 'Wew Building Permits in the area again moved 
upward.after-a good deal of sluggishness in 1977. The most recent 
quarterly data available put the moving average above the high in 
1976, but still about 19 percent below^.Jlhe pre^recession peak. A' 
^slmilar situation exists in all Michigan metropolitan areas except 
Jackson, where new building permijrs moved above 'pre-receqsion 
. levels during the recent expansion period. ' 

Employment in the local construction industry, shown in Chart 
M6, was relatively strong throughout the 1970-78 period, the most 
notable characteristic is its strong upward trend. Oi^e%the qitle-yfear 
period pnstructionf employment grew at an annual rat^ of 5,1 
.percent,, the highest growth rate amohg Michigan metropolitan 
areas. This fairly strong growth is evftn more outs'Eandjing when it is 
^realized that 6 of 11 metropolitar^ areas in the state experienced 
negative growth over those nine years. Also, thei:yclical decline in 
construction* employment during the 1973-75 recession Was 
comparatively short and mild. From pealt to trough, construction 
employment fell 13.0 percent, the least severe decline among the 1 1 
•metropolitan areas in the state and well below the 23 5 percent drop 
statewide. As Chart lVi6 shows, construction- employment has^. 
expanded considerably in this area since the recession. At the end of 
1978 it wt\9 30;4 percent above its previous cyclical high ir/l974. In 
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no other metropolitan area has construction employment exhibited 
auch strength. ^ 

Banking Activity , ■ - 

Over the 1970-77 period, loans and ctej^iosits at commercial banks 
grew more rapidly in the Muskegon SMSA than in the state as a 
whole. Especially in[ipressive is the 9.3 percent annual growth in the 
current-dollar volume of total d^p^isits which, as Table M3 shows, 
exceeded the 7.3 percent growth statewidfv In addition, the growth 
of total deposits In the Muskegon SjMSA was the third highest of 
the Michigan metropolitan areas over this eight-year period. The 
growth in the current-dollar volume of total loans was also 
relatively rapid in this area, increasing 10.3 percent per year 
compared to 7.6 percent for the state as a whoje. Among the state's 
11 metropolitan areas. this,growth*in total loans ranks second, just 
behind the 1 1.6 percent growth rate in the Sagina.w SMSA. Thiji is 
also the case for the 13.3 percent growth in this area's commercial 

TABLE M3 

Average Annual Growth Rates of 
Selected Commercial Banking Indicotors 
jVIuskegon-Nortoti Shores-Muskegon Heights SMSA and Michigan*^ 

(percent) 



^ Indicator 


Muskegon 
SMSA 


Michigan 


Doinand dopbsits (current dollars) 


4.0 


3.7 


Doflntod demand deposits ' 


-2.7 


-3.0 


Tottil deposits (current dollors) 


9.3 


7.3 


Deflated total deposits'* 


'2.4 


0.4 


Total loans (current dollars) 


10,3 ' 


7.6 


Commercial and industrial loans 
Icurrent dollars) 


' 13,3- ^ ' 


7.3 


Consumer installment loans 
(current dollars) 


10.8 


9.1 



"Kxcopt whoro indicatod otIiorwiHo. eHtltiittt^d Kfowth ratofl aro biiHod on log-linoar 
tnmdn for tho period ' , 

^*Curront/^dollar valuoH acijustod for chaiigoa in th^^ U.S. Conauinor Prlct) Itidox. 
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and industrial loan volume, whicl\ matched the growth rate in the 
Ann Arbor Ypsilanti area. The 10.8 percent annual growth in 
consumer installment loans in the Muskegon SMSA is also 
relatively rapid. Only the Saginaw and Kalamazoo- Portage SMS As 
experienced more rapid growth, 14.5 percent and 12,6 percent, 
respectively. 

Chart M7 shows that, after adjusting for price increases, demand 
deposits experienced a longer and deeper slump than total deposits 
during the mid-1970s. This is similar to the behpvior of these two 
indexes in all other Michigan metropolitan areas. The cyclical 
decline in the Index of Deflated Total Deposits was 1 1 percent, the 
fifth mildest^downswing among the 11 metropolitan areas in the 
state. As the chart shows, the total deposits index has Recovered 
substantially during the current business expansion, but by 
mid- 1978 it was still 5.9 percent below its pre-recession peak. 

The current-dollar vblume of total loans, commercial and 
industrial loans, and consumer ins^llment loahs i^ shown in Chart 
M8. Of the three, only consumer jpa^allment loans fell during the 
1973-75 recession, and that decline was about 6.3 percentirom peak 
to trough. Total loans and commercial dnd industrial loans did 
experience a slowdown in their growth rates durin(j( the recession 
but. as Chart M8 shows, this was brief. After that, both continued 
their fairly rApid expansion, which resuTted in levels in 1978. 
considerably above pre-recession levels. Although consumer 
installment loans ^id fall off during the' recession, they too 
experienced a fairly vigorous expansion, so that by mid- 1 978 the 
current-dollar volume was 31.0 percent above the previous Cyclical 
high of the fourth quarter of 1973. 

In summary, therefore, indicators of economic activity in the 
Muskegon SMSA present a rather mixed picture o\ the local 
economy over roughly the last ten years. There is no question that 
tlio manufacturing base has been shrinking and, as n result, 
employment growth has been weak compared to many other 
Michigan metropolitan areas, In ad<^ition, relatively high 
unemployment rates exist in this tvyo-county region. However, 
building -activity is not depressed in this area, and construction 
employment grew more rapidly than in any other metropolitan area 
in th9 state\during the 1970-78 period. Also, loan activity at local 
comribercial brinks has beefl fairly strong, wjth no long or severe 
setbacks evid<)ilt during tlip last recejssion. 
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CHART M 7 

INDEX OF DEFLATED TOTAL DEPOSITS AND INDEX OF DEFLATED DEMAND OtI'OSITS 
MUSKEGON. NORTON SHORES, MUSKEGON HEIGHTS SMSA 
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The SaginavV SMS A is a singl(?-county metropolitan^^ ar^^a^ 
Saginaw County-located in jbhe ecist centraj jpart of th0^ low^r 
peninsula. Iti is bordered by Hii Bay City 8MSA to tl)\^ north/^nif^ 
tlje Flint SMSA to the soutl/ In 1977, the population of this arda 
was 226,700/ rflakinj^At^he fe^ largest among the state's 11 
metropolian I area^ 'FiwnsA to 1977 the area's population 
increased by ^1 percent,\vhlch is slightl^^ above th6>^atewide rise 
of 2.8 percent. ^ ^ j 

The Saginaw SMSi^j^^ /ranks seventh in terms qf personal 
income. In 197^ Mie\area's total personal income amount^KTlib 
$1,6^3 million. Over theM 969-76 period, personal income grew at an 
annual rate of 9.7 ^percent, s^ond only to the 9.8 percent growth in 
the Ann Arbor-Yp^ilanti SMSA. In terms of p6r capita income, the 
Saginaw SMSA rakked fourth among the state s 11 metropolitan 
areas, with a level pf $6,692 in 1976. Average hourly earnings of 
manufacturing workers in Sagin^kw are the highest in th^tdte due 
to the heavy dependence on the automobile industry. As in the Flint 
SMSA to the south. General Motors is ^he largeeft employer in the 
Saginaw SMSA, giving those two adjacent metropolitan areas the 
highest hoifrly-wage r^tes in Michigan, 

Table SI shows that the Saginanv SMSA is heavily concentrated 
in manufacturing. In 1977, 41.2 perceht of the area's wage and 
salary workers were employed by manufacturing industries. Only 
the Flint SMSA had a higher proportion of woi'kers in the 
manufacturing sector. Also, as Tabl^ SI shows, manufacturing 
employment is pi'edomin^ntlV in durable goods inidustries. In 1977, 
37.8 percent pi the area's wage and salary workers Were engaged in 
the production of durabjl^ goods, compared to 26;^ percent 
statewide. The transportatibn equipment industry accounted f<:>r 
the largest share of ttianufa^^uring worker^, 416 percent, followed 
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by the metal and the nonelectrical machinery industries. TherMofe. 
like the Flint SMSA. this area has an industrial structure 
dominated by tlja^clicaily sensitive, but hjgh-wage. automobile 
industry. 

TABLE SI 

Percentage Distribution of Total .Wage and Salary Employment 
Sag^aw SMSA and Michigan, 1972 and 1977 



Total Wage and Salary 

Manufactufing 

Durables 

Nohdurables 

Nonmanufacturing 

Government 



Saginaw SMS 



1972 



100.0% 

42,2 

38.8 
3.4 

46.0 

U.9 



msaM 

1977y 



100.0% 

41.2 

,37.8 
3.4 

4NM. 

13.4 



Michigan 



1972 



100.0% 

35.1 

28.1 
7.0 

48.0 

16.9 



1977 



100.0% 

32.4 

26.9 
6.6 

49.6 

18.0 



Soitrce: Michigan Employitonl Securjty Commission. 



Business Conditions in the Saginaw SMSA 

Labor Market Conditions 

Over the 1970-78 period, the Saginaw SMSA Experienced more 
rapid growth and larger cyclical swings in employment than the 
state as a whole. Table S2 shows that total wage and salary 
employment in this area grew at art annual rate of 2.4 percent, 
compared to a statewide growth rate of 1.8 percent. This difference 
is attributable mainly tb the^igher growth rates in manufacturing 
and government employment in the local area than In the state as a 
whole. The 18 percent annual increase in manufacturfng 
employment in the 8«iginaw SMSA over this nine-y^ar period 
represents qne of the strongest performances among Michigan 
metropolitan areas. In fact, only the Ann Arbor- YpsUanti SMSA, 
with an annual growth rate of %1 percent for irianufacturing 
eniployment, outperformed the Saginaw SMSA in this respect. In 
addition, the 4.4 percent annual grow'th in gofyernment ©nxployment 
was the third highest among the state's li metropolitan areas. 
Therefore, as^hart Si shows, this «fGd's total wage and salary 
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employment was bolstered by moderate, but fairly steady, growth 
qf'nonmanufacturing employment, combined with relatively rapid 
growth of employment in local manufacturing industries and in the 
government ^ector. 

However, Ch^rt SI reveals that growth in manufacturing 
employment was not steady throughout the period, but was subject 
to sizable cyclical swihgli. Of course this'is not surprising, given the 
area's heavy dependence on the automobile industry. During the 
1973^75 recession, local manufacturing employment fell 20*6 
percent, exceeding the statewide decline of 18,7 percent and 
contributing substantially to the 7,7 percent drop in the area's total 
wage and salary employment. It should be noted, however, tjiat the 
downswing in manufacturing employment in the' Saginaw SMSi^ 
ranks as the fifth mo&t severe, behind declines in the Ann Arbor- 
Ypsilanti. Flint. Jackson, and Lansing-East Lansing SMSAs. 

TABLE S2 

Average Ani\ual Gro\yth Rates of iSielected Labor Market 

Indicators 
Saginaw SMSA and Michigan** 



(percent) 



Indicator 


Saginaw SMSA 


Michigan 


« ^'"^^""^'^^^^ 
Total wage and salary employment 


2.4 J 


1 ^^-^^^ J 


Manufacturing employment 


1.8 - 


0.2 


Nonmanufacturing employment 


2.6 * 


■ 2.6 


Government employment 


4.4 


3.0 


Civil|ati labor force 


2.4 


2.0 


Unemployment rate 


8.9 




Average weekly initial claims for UI** 


3.8 


7.3 


Average workweek, production 






workers, mfg,^ , . . ; 

T — : ■ • ■ ^ — —J 


0.7 


0.2, 



Except where indicated otherwise, OBtim«ted growth fates are based ol^ log-linear ' 
trends for the 1970-78 period. 



Computed for the I9«8*78 period, ' ' 

Chart SI also shows that while nonnmanufacturing employment . 
dicl ftfU off during the recessio^, the decline was brief i|iid fairly mild. 
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In contrast, government : empl^jyment rose throughout the 
recession, aj9 it did in alfnos^ pU Michigan metropolitan areas/ 

Employment in the Saginaw SMSA has expanded substantially 
sirice th<> last recession. By the end pf 1978 manufactmripg 
employment, which suffered the largest setback during/the 
recession, was up 34.5 percent over its recession low, an^d a^ a result 
was 6.8 percent above its prcf^recession pepk.Ohly in t;he Ann'Arbor- 
Ypsilanti.and Bay City SMSA^s hadvmAritifacturing employment 
risen farth^^r abovq the pr^-r^cession high. Combined with the 
steady i^icrea^es in jtlonnianufactufiiig and government 
employment, th$ recovery in manufacturing resumed in a level of 
total wage and salary employment at' the end of 1978 thdt yvas 13.8 
percent above its previous cyclical high, which occurred in the third 
quarter of 1973. / . 

The unemployment rate in the Saginaw SMSA remained below 
the state average thrqughout mp^pf the4970 78 period, although 
both exhibited similar cyclical pattefrts.Ohart S2 shows that during 
the expansion period if rom 1971 through J973 there was 
considerable difference between the state and l^cal joBtess rates. In 
the Saginaw SMSA the unemployment rate hit. a seasonally 
adjusted low pf 4.:j! percent in the third iquarter pf 1973. compared tQ 
a statewide rjate of pefcent. Only in the Jabkson SMSA was the 
junemplpyment fftte lower. Dupng the reoession the unemployment 
ral:^ rose cpnsi(fer^bj[y, hitting a high of 12.3^effcent in the first find 
second quarter s«Qj( 1975. At thfittime the jobless ripite statewide Wad 
moretthan oiiie percentage point higher \ . > 



' I As vhai:t 82 . shows, the unemployment rate has'-lallen 

! . ^ considerably sin^e the pecessiop ens a result of the general .business 
V " yxpansipii nationwide and the recovery loyally of the Automobile 
industry and manufacturing employment. But, like other 
jf^ ; metrojpolitan areas in Michigan* the unemployment rate in^ the' 

'*\ ^ I^O^finaw SMSA at.the end of 1978 was still above its 1^73 low. F^or 
w • '^the entire^nine-year pejriod, this area's jobless rate drifted yipw^r^i at 
A ^ an. annual rate of ^.9. percent, coitnpared toVa more modest .2-8 
p&m^nt tjreif^dkatd'Wide (see Table S'2). The uptrend in the Saginaw 
r . . ,v . iSM^3A rdnljied third behind the Jac^'son and Battle Creek SM^As. 

U " Average weekly initial claim^ for jinemployment insurance are 
— ' shpWn ijj €!hart 'S3, the SaginaW SMSA eJcp^ sizable 

- . .-"r^-vr; -Kr ^ ^ ■ ;.' ... , [; ■ 

"V - J ^ (1^t'linoj\ hi i;fOv*>j(tihu>i>t oinpl<>ymoht die} occXnt duri^ig tho rocoialon. 



176 Saginaw SMSA 



increases in initial claims during both recessions, followed \y 
declines during the business expansion periods, During the lOGQ-TO 
recession, average weekly initial claims in this ajrea rose 466,1 
percent, sec^ond only to the increase in the Ftyit SMSA and much 
more severe than the 193,2 percent rise statewide. The local 
upswing during the more severe recession of 1973-76 was 603,9 
percent, again considerably above the statewide increase of 301,1 
percent. During that recession, the rise in average weekly^ initial 
claims in the Saginaw SMSA ranked third behind the increases in 
the Ann Arbor- Ypsilanti and Flint SMSAs, 

As> Chart S3 shows, average weekly initial claims for 
unernployment insurance in this area declined considerably during 
the recent expansion period. In fact, in the third quarter of 1977, 
average weekly initial claims were below their pre-recesBion low. 
Thus, the Saginaw SMSA is the only metropolitan area in which 
initial claims have recently fallen below pre-recession lows. As 
Chart S3 shows, average weekly initial claims statewide have 
remained well above their 1973 low. 

Despite the relatively good performance in the last three years, 
average weekly initial claims rpse at an annual rate of 3.8 percent 
..over the entire 1968-78 period. That is not only lower than the 7.3 
pepcent growth rate for the state as a whole, it also represents one of 
thfe lowest amoi)g the state's 1 1 metropolitan areas. The Bay City 
and Flint SMSAs cUd experience lower growths than the Saginaw 
*SMSA. with Flint registering the lowest rate of increase. 1.6 
percent, over the eleven-year period. 

Finally, the average workweek of manufacturing production 
^.worH^ers in Xjiie Saginaw SM3A exhifJits a high degree of cyclical 
sensitivity, similar to other areas thaC are heavily dependent on the 
automobile industry. During the 1968-78 period shown jn Chart S4, 
the average workweek fluctuated within a range extending from a 
low of 37; 7 hours in the third quarter of 1971 to a high of 47 hours in." 
th0 fourth quarter of 1977, Only the Flint SMSA had a comparable 
range of variation in hours worked in the locali manufacturing 
sector. 

In the Saginaw SMSA the average workweek actually declined 
mor^ during tjho 1969-70 recession than during the 1973-76 slump, 
14,3 percent compared to 12,6 percent. The latter exceeded the 9.7 
percent fall for the sttite as a whole and ranked fourth behind 
declines in the Ann Arbor-Ypsilanti, Flint, and Lansing-East 
Lansing SMSAs, Chart S4 sliows that the expansion in the average 
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fweek^had been sizable since the recession ended. In fact, the 
lost recent high of 47 hours in the fotorth quarter of 1977 was well 
above the 39.2 hours recorded during the second quarter of 1974, 
and exceeded by slightly more than. 2 hours the pr6-recession high of 
44.8' hours. ' 

Construction ' 

As is the case other metropolitan areas in Michigan, building 
activity in the Saginaw SMSA exhibits a high degree of cyclical" 
volatility. New building permits for 'private housing are shown in 
Chart S5. The unadjusted quarterly index (dashed line) varies 
"Cons^dierrably from ' quarter to quarter. Thes^ fluctuations are 
'TedUc^d^nd the cyclical swings revealed by a moving average of th^ 
unadj^ted ;data (soli4 Une). As is the case in^ all Michigan 
metropolitan areas, the deoline during the \^6Si^0 recession was 
much less severe than that which took place Aulrixiig the 1973-75 
recession. J n the former period, the moving Vverage f^H 31.5 
percent, and clurung the niore recent recessionjit popped a sizable 
73.2 percent. Both exceeded the declines registered statewide and 
nationwide. It should be noted, however, tlhat neither of the 
downswings in t^e Saginaw SMSA were the most severe among the 
state's metropolitan ar^as. In fact, the contraction in the late 1960s 
was one of the mildest among Michigan metropolitan areas. During 
the 1973-75 recession thcT slump in the Saginaw ^MSA ranked fifth 
behind relatively large downswings in the Ai^li Arbor- Ypsilaitti, 
Battle Creek, Flint, and Kalamazoo-Pof tage SMSAs. Thus, over the 
period shown in Chart S^, new bu/(lding permits in the Saginaw 
SMSA were much more volatile Jthfin fo/the state as a whole, but 
among the 1 1 metropolitan ai'eas in^Michigan their cyclical swings 
were comparatively mild. It should also be noted that, like all othef 
' Michigan metropolitan areas except Jackson, the upswing in new 
building permits during the recent expansion has failed to reach 
levels attained before t?he recession. Preliminary data for 1978 
indicate that the upward momentum in this series may very' well 
have ended. \ . . 

In coi^trast to new building permits, construction employnjent in 
this area experienced a severe contraction^duiying the last recession 
(see Chart S6). From peak to trough it fell 40.5 percent, the largest 
relative decline among Michigan metropolitan areas, and well in 
Excess of the 23.5 percent drop statewide. Chart S6 shoWs, however, 
that employment >in^ the construction industry^ has recovered tct 
some extent since the recession low in the second quarter of 1975. 
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In the fourth quarter of 1978 construction employment was up 
aboijj. 41 percent over its recessidif low. However, it was still 16 
percent below the pre-r^ession high of the first quarter of 1972, 
Ovef the entire period ffom 1970 to 1978 construction employmei^ 
Has declined at an annuat rate of 3*7 percent, which is th6 steepes 
downtrends pmong, the 11 metropolitan areas in ^he state! Thus, the 
Saginaw SMSA is one of th6 six metropolitan areas in Michigan 
where' ertiployment in the lo(5ar construction industry has 
oxperienced^negativo growth since 1^0. 



TApLE S3 



Average Annual Growth Rales of Selected 
Commercial Bank|ng Indicators 
Saginaw SMSA andlVIichigan'' 

(percent) 



Indicator 




Demand deposits (current dollars) 
Deflated demand deposits* . 
Total deposits (current doll(^rs) 
Deflated total deposits*' ^ 
Total loans (current dollars) 



J^ommercial and industrial loans 
(currenraollars) 



*C6irsumer installment loans 
(current doira.ra) 



Kxcopt*whoro indicated oUierwirto, imtimni^ growth rattfh are based on log- 
linear trond.H fd^the IWO-TH poriod. . « 

'^'*i^^(lnt•d()y^^^ vuJuvh ndju.Ht«d for (^^i^o.h in the U.S. Consumer Price Index. 




ankinif Activity 



lA}\xn and deposit growth; at coffimorcial banks irt the Saginaw 
. ' SMSA was cohsidera^jly Higher t^an that of" the stjite over the 
period. Table §B qbows Ohat c^ent dollar demand deposits - 
•«nd total deposits grOw Tit &nnu|j] rates of 6.5 percen)^ iindS?l).3 
^* perceht, respectively » Over this (?ight-yea^per|J)(f^. TllK comparible 
growth mt^s statewide were ^.7 percent -for demand deposits arid" . 
7.3 percent for total deposits. The growth in the cut^nt-dollar 
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182 Saginnw SI\^SA 

volume of dem|nd deposits in the Saginaw SMSA ranked second 
artlong the Stales 1 1 metropolitan areas, just behind the 6,9 percent 
growth in the Kalamazoo- Portage SMSA. In addition,' this area s. 
growth rate in total deposits was the highest, just as the annual 
growth rates fOr the current-dollar volume of loans, shown in Table 
S3; were the highest among Michigan metropolitan areas. 

The strong uptrend in the current dollar* volume of deposits • 
bolstered the deflated value of the two series shpwn ir> Chart S7, ^ 
Although the cyclical downswing in th^^ Index of Deflated D^jmand ^ 
Deposits was long and amounted to a 19.9 percent drop from peak 
,to tt-ough. it was the mildest slump in this index among Michigan 
metropolitan areafi- That was also the, case for the Index of Deflated 
Total Deposits, which fell just 6 percent during tha last recession. 

Chat-t Sv shows that, both indexes have moved up coniiiderably 
-.^du^^hg the recent expansion period. By mid-1978 the total deposits 
lijcjex had increased 17. Ji percent from its recession low and* stood 
10. 1' percent above its pre-recession peak. Although the demand 
< deposits index had expanded '2 1,6 percent by mid- 1978. it was still 
slightly below its pre-recession high, a situation similar to, other 
metropolitan arija^ in t^e state. ^ , 

Although there was a slight jfalloff in^the current-dollar volume of * . 
commercial and industrial loans and consumer installment loans 
during the receasimi. Chart ^8 »hows that total loans grew steadily 
throughout the 1^70-78 period, essentially uninterrupted by the 
national recession. Thus, the Saginaw SMSA joins the Ann ArboV-,/ 
Ypsilanti and Muskegon SMSAs as* areas in which the dollar^ 
volume of total loans did not decline during the 1973-76 slump in 
overall business activity. By mid:1978 the loan categories shown in 
Chart S8 were considerably abov,^^gj^ pre-rocession levels. 

In summary, the Saginaw SMSA exhibited relatively rapid 
gtowtli and q comijjaratively higher degree of stability inits banking 
. activit)^ than other metronolitan areas in Michigan. Local 
employifTent also experienceji fairly strong growth^ -but Was 
characterized by sizable cydlical swings in the manufacturing 
sector, not ^n unex||)(*^j;Li*6 of the heavy concentration on 
ttutomobil^laj^d pi^du^iOn in the area. Therefore, like other 
metropolitOT^jd^a8 in the State which are heavily dependent on the 
automobile indu^ry. the Sagmaw SMSA experienced large declines \ 
in manufacturing employment during recessions. But these slumps^ 
were followed by vigorous expansions. On the other Jmnd^gldj^ 
behavior of construction emptey^nent. which also sufforW^P^ie 
downswing during the last recession, over the 1970-78 period 
exhibited the MargeMt negative gnowth rate amqjtig the 
metropolitan ar^as in Michigan. 

' r ■ ■' 



I 



\ 




Dr. Kozlowski prepared this study whilp associated 
witft' tlieUpjohn Institute as a senior staff 
ccon9/)[iiStrHe was assisted by Phyllis Buskirk, a 
senior staff Vesearch associate witK the Institute. 
Kozlowski is, currently an assistant professor of 
business economics in the College of Business 
Administration, The University of Toledo. 




